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FOR THE DISCRIMINATING MIND 





In these times of public agitation, when accusations 
are easily made which in calmer moments will be repudi- 
ated, we must, in order to produce clear thought, balance 
our judgment as on-lookers by self-analysis. Many stones 
are being cast by those who are not without sin, many 
hasty conclusions reached under the influence of a highly 
agitated and confused public opinion which will cause 
subsequent regret to the usually intelligent ones who have 
uttered them. There has been wrong in insurance, there 
has been erroneous judgment. Where wrong has been 
done we must speak plainly and with emphasis, but to 
say that all acts with the wisdom of which we differ, are 
‘* high crime,’’ certainly will destroy our usefulness and 
render it impossible to properly condemn those things 
which are really wrong, or approve those which are right. 
When all the facts have been sifted, and all sides present- 
ed, then only can true judgment be rendered. 
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What Is the Use... 


of saying ‘‘the best company "’ 
or ‘‘ the strongest company ”’ 
or ‘‘the largest company ’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 


Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 











MASSACHUSETTS MUTUAL 


LIFE INSURANCE CO. OF 
SPRINGFIELD, MASS. 








FINANCIAL CONDITION. 
ASSETS, JAN. 1, 1905 - $37,071,298 
Liabilities, - - - 33,770,675 
SURPLUS, - - - 3,300,623 


JOHN A. HALL, President. 
HENRY M. PHILLIPS, Vice-President. 
W. W. McCLENCH, 2nd Vice-President. 

W. H. SARGEANT, Secretary. 





BOSTON FRED C. SANBORN, Mgr. 
OFFICE 31 MILK STREET. 





Incorporated Und:r the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
.-...-BOSTON, MASS. 


PERCY PARKER, President. 


FRANKLIN W. GANSE, . 
Vice-President and Director of Agencies 


WILLIAM H. BROWN, Secretary. 





Exceptional Inducements 
are 
Offered Intelligent 
and Reliable Men 


to enter the service of 


The Mutual Life 
INSURANCE COMPANY OF NEW YORK 


It is the largest and best Company in the world 
and the most satisfactory Company to represent 


Applications may be sent to 
GEORGE T. DEXTER 
Superintendent of Domestic Agents 
32 Nassau Street New York City 





PHENIX 


INSURANCE 
COMPANY 


OF BROOKLYN, N. Y. 


Has removed to its New Office, 
No. 68 WILLIAM ST., 
New York. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
nuity Policy. Good Agency contracts to the right men. 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America” 


Wit. B. CLARK, President. 
W. H. KING, Secretary. 


A.C. ADAMS, C. J. IRVIN, 
HENRY E. REES, A.N. WILLIAMS, 
Assistant Secretaries. 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(Incorporated by the State of New York) 
‘The Leading Industrial Insurance Company in America.” 


Pays over Three Eundred and Ninety-one Death Claims Daily. 
Insurance in Ferce of over $1,470,000,000 


Permanent, Profitable, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 
diligent studyand practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position inthe field. It is within his certain 
reach. The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City. 
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Study and Compare Results as shown in the 


only strictly analytical publication compiled. 
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One hundred pages of figures which have a meaning of their own. 
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INSURANCE ECONOMICS’ 





A phrase coined and brought into current use in 1899 by the ‘‘Journal of 


Insurance Economics,’’ and now universally accepted in the insurance vocabulary. 


The “JOURNAL OF INSURANCE ECONOMICS’’:—A distinctive mag- 





azine with a distinctive name and a distinctive purpose. 


A positive influence for good and a power in moulding public opinion. 


Untrammeled in policy — Definite in aim — Trustworthy in fact — Truly in- 


dependent in all things—A magazine of progress. 


The best there is in Insurance Literature. 
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THE IRREPRESSIBLE CONFLICT ON RATE MAKING IN THE WEST. 


Ohio the Latest Field of Contest— Local Agents’ Association Indicted for Combination 
: in Restraint of Trade. 


The merry war between the states 
and the fire insurance companies rela- 
tive to uniform rates proceeds with 
unabated fury. Quelled at one point 
it breakes out at another. The von- 
test seems destined to be irrepressible 
and indeterminable. In Arkansas the 
matter has been carried to the utmost 
extreme, but insurance rates are 
higher than ever before. In Tennes- 
see the insurance commissioner of 
that state is trying to prevent the 
companies from collecting increased 
rates. In Ohio a skirmish between 
outposts has occurred which prom- 
ises to develop into a general engage- 
ment. 

Ohio passed the first anti-compact 
law in 1885. Here is the law: 

If any such company, association or partner- 
ship, doing business within this state ... . 
shall enter into any compact or combination with 
other insurance companies, or shall require their 
agents to enter into any compact or combination 
with other insurance agents or companies for 
the purpose of governing or controlling the 
rates charged for fire insurance ov any property 
within the state, or for the purpose of governing 
or controlling the rates per centum or in amount 
of commissions or compensation to be allowed 
agents for procuring contracts for fire insurance 
on any property within this state (provided that 
nothing herein shall prohibit one or more of such 
companies from employing a common agent or 
agents to supervise and advise of defective struc- 
tures, suggest improvements to lesson the fire 
bazard, and to advise as to the relative value of 
risks), the superintendent of insurance shall 
forthwith revoke and recall the license or au- 
thority to it to do or transact business within 
this state, and no renewal of authority shall be 
granted to it for three years after such revoca- 
tion; and it shall thereafter be prohibited from 
transacting any business in this state until again 
duly licensed and authorized. 


Under this enactment, the com- 
panies themselves gave up direct rat- 


ing control. The situation is now 
handled in two ways: in the large 
cities of Cleveland and Cincinnati by 
local agents’ boards, in other parts of 
the state through the Ohio Inspection 
Bureau which ‘‘advises’’ companies as 
to the ‘‘relative value of risks.’’ In 
other words the bureau names what 
it considers a proper rate for every 
risk inspected and this rate is followed 
by practically every company doing 
business in Ohio; if not there is 
trouble. 

The Ohio Association of Local Fire 
Insurance Agents also comes into the 
situation through the organization of 
county associations, one of the objects 
of which is to maintain good practi- 
ces among the agents in those coun- 
ties, which means, of course, that 
there is a tacit understanding among 
the members of those organizations 
to write at the advisory rates of the 
Ohio Inspection Bureau. 

This general situation has been 
maintained for anumber of years, 
with the belief among those party 
thereto that it was entirely within 
the scope of the law. Indeed we be- 
lieve the matter has been specifically 
passed upon by state authorities and 
pronounced as coming within the law. 

Either the state authorities have 
seen a new light, or the district attor- 
ney of Ashtabula county differs with 
other authorities. At any rate he has 
procured an indictment from the 
grand jury against the members of 
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the Ashtabula County Association, 
which is a branch of the Ohio Associ- 
ation of Local Fire Insurance Agents, 
charging them with violation of the 
state statutes and also against the 
manager of the state association 
whose headquarters are located at 
Columbus, O. 

The Ohio State Association is a 
branch of the National Association of 
Local Fire Insurance Agents, and the 
situation therefore concerns the na- 
tional body. Neither the National or 
Ohio associations of local agents are 
rate making organizations, but both 
are unquestionably opposed, in their 
platforms and in their practices, to 
cut-rate competition, and their moral 
force is used to prevent this kind of 
competition. 


The situation in Ohio, however, is 


complicated by a clause in the law 
which says that no companies ‘‘shall 
require their agents to enter into any 
compact or combination with other 
insurance agents or companies for the 
purpose of governing or controlling 
the rates charged for fire insurance 
on any property within ths state.’’ 
If it should transpire that the work 
of the county associations in Ohio had 
been promoted in any way by the 
companies, and that the agents were 
in fact required by the companies to 
maintain rates by agreement among 
themselves, a question would arise 
with which neither the National As- 
sociation nor the State Association 
have direct concern. The facts will 
no doubt be shown by the evidence 
when the case comes to trial. 

All this is technical and legal and 
has no relation to the general prin- 
ciplesinvolved. For itisa well-known 
fact, which none would attempt to 
deny, that the rates charged in fire 
insurance must, by the nature of the 
case, be determined by the companies 
themselves. It makes little difference 
in what form rates are made or how 
they are maintained. In the final 
analysis it is the company which is 
the determining factor. Of course it 
is true that local agents are consulted. 


Indeed they must be advised with as 
to local conditions in order to estab- 
lish a fair and just tariff. But there 
is no need for quibbling or nice dis- 
tinctions. The patent fact is that 
rates are determined by the com- 
panies, and that the whole drift and 
tendency of the fire insurance busi- 
ness is toward uniformity in rates. 
It makes little difference whether it 
is done by direct agreement between 
the companies, or by any one of the 
multitudinous methods forced upon 
the companies by unintelligent state 
legislation. 

Again we say, as we have often 
said before, that out of all this strife 
and turmoil and misunderstanding 
will eventually grow up a body of 
state legislation which will intelli- 
gently attack the situation, and give 
us something which is really worth 
while. Asa matter of fact, those who 
have carefully studied the situation 
know that the interests of the insured 
would be promoted if the state by 
statutory enactment permitted the 
pooling of statistics by the companies 
and the equalization of rates upon this 
classified experience. Thisis the con- 
clusion which Congress long since 
reached in its treatment of railroads, 
and it is only a matter of time when 
the same conclusion will be reached 
in regard to fire insurance. 

The attempt on the part of the states 
to compel competition on insurance 
rates is simply farcical. It is like the 
command of Canute to the rising tide— 
absolutely ineffectual. Anti-compact 
laws have invariably increased the 
cost of insurance to property-owners. 
In Arkansas the rates of insurance 
were never so high as they are today, 
and relatively they are probably 
higher than any other state in the 
union, and Arkansas has gone to the 
utmost extreme in its opposition to 
uniform rates. 

The property-owners of the country 
have a just complaint against insur- 
ance companies for the continued 
maintenance of excessively profitable 
rates upon some classes and the writ- 
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ing of other classes at rates which 
are extremely unprofitable. A state 
law which will encourage an equaliza- 
tion of rates might have some effect, 
but the contest between the state and 
companies will never cease so long as 
the states take the attitude that it can 
break down uniform rates and force 
rate cutting against the natural laws 
of economic progress. 

If the companies cannot maintain 


uniform rates in one way they will do 
it in another. When the states rec- 
ognize this fact and apply themselves 
to the task of assisting the companies 
to equalize charges so that property- 
owners throughout the country may 
be fairly and equitably taxed, then,and 
not until then, will the warfare cease 
and peace reign between those who 
are now grappling with each other in 
the throes of a useless conflict. 








CO-INSURANCE ON HOUSEHOLD FURNITURE SHOULD STAND. 








Editor Journal of Economics: 

The article published in your Sept- 
ember number on the subject of co- 
insurance calls for more than passing 
comment, in the writer’s judgment, if 
for no other reason than that it might 
have created in the minds of some of 
your readers the impression that these 
views really represent the ideas of the 
majority of company underwriters, 
which certainly isa mistake. This is 
best proven by the fact that co-insur- 
ance is now more generally used and 
enforced than at any previous time in 
the history of our business, and it is 
well that it is so, for common equity 
justifies its use. 

For instance, we base our rates upon 
the assumption that the assured will 
carry a fair proportion of insurance 
to value upon his property. In the ab- 
sence of such a protective clause what 
guarantee have we that we are being 
fairly treated in the transaction? It is 
a well defined principle that the better 
or safer a risk, the more need there is 
for co-insurance, and it is essential 
that the companies be protected as 
far as possible in this respect so that 
rates can be equalized, and to the end 
that the property-owner who insures 
his property fairly well to value shall 
not carry the burden imposed by 
those who do the opposite. 

The excuse for applying the co-in 
surance clause to household furniture 
lies in the well-known tendency on 
the part of insurers to under-insure 
this class of property, more partic- 
ularly where the values are consider- 
able. The writer has in mind a case 
in New York City, which occurred 
something over a year ago, where $50, - 
000 insurance was carried upon house- 


hold effects and the fire did $125,000 


damage. ‘The proof of loss showed a 
sound value of $1,500,000. 

Of course the company having the 
insurance paid a total loss of $50,000 
under its policy, whereas had the as- 
sured carried a fair proportion of in- 
surance to value, say 80 per cent., the 
company’s loss would have been about 
.084 per cent., or in the neighborhood 
of $4,200. Yet no higher rate was paid 
for this insurance than if the assured 
had carried $1,200,000, as required by 
the 80 per cent. co-insurance clause, 
failing in which he would have be- 
come a co-insurer for the deficiency. 

How can this be termed equity? 
This is but one of a great many cases 
of similar character that have oc- 
curred in this city. 

A careful broker will see to it that 
his client is properly informed on the 
conditions of the co-insurance clause, 
and while doubtless the assured will 
in many cases object to its use, as 
they invariably do at any innovation 
in our business which does not seem 
to bring to them an immediate bene- 
fit, nevertheless it is safe to predict 
that the general insuring public will 
speedly adjust itself to the conditions, 
recognizing, if properly explained, the 
entire fairness of the proposition. 

As to the difficulty of fixing a value 
upon household furniture, there never 
seems to be any trouble on this score 
on the part of the assured after a loss. 
Why should there be before? 

No, the co-insurance clause has 
come to stay, and the writer’s predic- 
tion is that before a great while it 
will be generally recognized by all 
rating bodies, where the laws permit, 
as a fundamental principle of our 
business, and used a great deal more 
extensively than it is even now. 

““Underwriter.”’ 
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CAN FIRE INSURANCE BE MADE AN EXACT SCIENCE? 
Ceci. F. SHALLCROSS BEFORE THE FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST. 


There is a prevailing belief that un- 
derwriting is, and always must be, a 
wholly inexact science, but, although 
this statement has been made so often 
as to become trite, need it be entirely 
correct? For is it not the fact that 
there exist in underwriting astonish- 
ing inconsistencies and that, some- 
times, when we are reaping the whirl- 
wind of bad practices and rate cutting, 
we sympathize with and try to ex- 
cuse ourselves with reflections as to 
the inexactness of fire insurance 
when we ought rather to place the 
blame where it belongs? 

Let us clear our minds for the 
moment from the thought implied 
in the statement that underwriting is 
an inexact science and endeavor to as- 
certain, on the contrary, how near 
the law of average comes to being a 
consistent as well asa reliable regu- 
ator of fire underwriting. A compila- 
tion from the reports of the superin- 
tendent of insurance of New York 
State by periods of five years during 
the twenty years beginning with the 
year 1883 and ending with the year 
1902 shows a maximum variation in 
the loss ratio of all the companies re- 
porting to the insurance department 
of only 2.8 per cent., and this over a 
premium income ranging from $405,- 
000,000 for the five years ending 1883 
to 1887 to $747,000,000 for the last- 
named period of five years. 

As a further illustration, we find 
from the same records that the aver- 
age loss ratio over the five years 1900 
to 1904 was 55.7 per cent., as against 
an average loss ratio over the preced- 
ing five years—1895 to 1899—of 56.5 
per cent, thus demonstrating that a 
conflagration even such as that which 
occurred in Baltimore in the last 


year of the first of these two periods 
did not increase the ratio when the 
average was extended over five years. 


If, from the records already re- 
ferred to, we compare one period of 
twelve months with another like per- 
iod, the differences in loss ratios are, 
of course, considerable; but the fig- 
ures evidence that rates have, on the 
whole, been adjusted with an accu- 
racy by no means so faulty as to just- 
ify our calling them haphazard. 

A glance at the expense ratios indi- 
cates also that their variations by 
periods of five years are but small and 
fairly regular, so that the law of aver- 
age as applicable to fire underwriting, 
even if it cannot rank with the im- 
mutability of Isaac Newton’s law, 
must still be reckoned asa remark- 
able regulator of fire underwrting, 
and results seem to establish them- 
selves on a pretty even basis if the 
period of time taken for the purposes 
of comparison be sufficiently long. 

The conclusion to be drawn, there- 
fore, apparently, is this, that itis un- 
wise to take action with unnecessary 
haste and immature judgment upon 
what may be termed the over-night 
impressions left by the results of a 
comparatively few months’—perhaps 
a year’s—oprrations, knowing, as we 
do, that the inscrutable law of aver- 
age by which our operations are gov- 
erned will, in the end, correct those 
violent fluctuations from the normal 
which will occasionally happen. 

There is in the minds of under- 
writers, of special agents and, to a 
less degree, of agents another and 
frequently more harmful sentiment 
that the be-all and end-all of under- 
writing is the ability to show a pro- 
fit for the magic period beginning 
Jan. 1 and ending Dec. 31. We wish 
to point to the good showing of our 
company,in our field or in our agency, 
during the magic period—and that is 
pardonable pride, but do not we too 
often overlook the average results 
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shown over five or ten years and fail 
to consider with sufficient care what 
the results may be in the ensuing five 
or ten years, especially if we have 
skated on thin ice and can show a re- 
sult for twelve months largely due to 
those defections in the law of average 
which make that law what it is. 

As we have seen that results over 
long periods of years are fairly equ- 
able, are not we all blameworthy 
when, puffed up by the pride engen- 
dered by the fine statements for the 
year or two just closed, we disregard 
the handwriting which the light of 
experience has thrown upon the wall 
and take liberties with rates? On 
the other hand, we sometimes un- 
necessarily allow ourselves to be- 
come despondent and go to the other 
irrational extreme of trying to force 
up rates to a point where we can 
recoup in the next magic period from 
Jan. 1 to Dec. 31 the losses sustained 
in the year just closed. 

There is another kind of sentiment 
—that shown in the ingrained belief 
that certain classes of risk are, and 
must be, always bad, although, upon 
examination, the facts and figures do 
not warrant such belief. I have in 
mind discussion amongst a number of 
underwriters on the subject of paper 
box factories. Sentiment instantly 
condemned them, but one of those 
present challenged the general opin- 
ion, secured a comparison of figures 
over a number of years and demon- 
strated a loss ratio much lower than 
the average of all business. It is easy 
to see, however, that sentiment against 
the class kept the rates up and made 
the actual experience what it had been. 

An amusing incident of a different 
eharacter, however, occurred when 
F. C. Moore was working on the 
Universal Mercantile Schedule. He 
sent out a number of underwriters a 
list of articles of merchandise against 
which each underwriter was _ re- 
quested to annote his ideas of a 
proper charge in respect of different 
degress of susceptibility to damage. 
A few months later this identical list 


was again forwarded to these identi- 
cal men to be filled up and returned. 
Comparison of the two lists showed 
that, with one exception, each con- 
tained instances of wide differences in 
rates for the same goods, as quoted 
by the same underwriters upon the two 
occasions, and it was apparent that 
the sentiment of the moment, and 
not intellectual judgment based upon 
facts and figures—in the maintenance 
of which insurance companies are so 
behind where they ought to be—was 
the predominating factor influencing 
the replies. 

This brings us to the question of 
classification and to an expression of 
wonder that sentiment in this country 
should, in general, be so opposed to 
the combination of companies’ experi- 
ence. I recognize the arguments 
urged against doing so—the principal 
one of which appears to be the fear 
that, should the figures become public 
property, legislation might compel a 
reduction on the more profitable 
classes while—these not being the 
days of the millennium—underwriters 
would have to shift for themselves in 
respect of advancing rutes on the un- 
profitable classes and probably have 
to face legislative difficulties in doing 
so. But what a weakness in our busi- 
ness is confessed in this very state- 
ment! 

Ido not say that we are altogether 
responsible for this condition of af- 
fairs, because the possibility referred 
to is a live one in the United States; 
but I am convinced that, had we 
taken this method of adjusting rates 
years ago, we should have avoided 
many of the difficulties attendant 
upon combination of experiences to- 
day, and I believe that the common 
classification agreed upon by some 
companies in the West will be as pro- 
ductive of good results as it certainly 
is a step in the right direction. 

Since we are drawing attention to 
the most prominent aspects of senti- 
ment in underwriting we cannot over- 
look that feeling which centres not 
upor the maintenance of premium in- 
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come, but upon its undue increase. 
Not to advance is to go backward; 
but there isa big difference between 
a desire for legitimate increase of pre- 
miums and the vanity contained in 
the wish to out-distance a rival—be 
that rival a company, a special agent 
or an agency—without stopping to 
consider what the ultimate cost may 
be. In no country in the world are 
values increasing so rapidly as in the 
United States, and in no other under- 
writing field can premium income be 
so easily secured if more attention be 
paid to quantity than quality; but 
nowhere in the world is the question 
whether the company’s income is two 
millions or five of less consequence in 
securing business than here, where 
the agency system is so radically dif- 
ferent from that obtaining elsewhere. 

In the United States the actively- 
soliciting local agent is the backbone 
of the business. Insurance is usually 
his exclusive source of income. His in- 
clinations are towards the sound com- 
pany which writes freely, pays its 
lossess promptly, understands him 
and treats him well. The average 
man in this country cannot name 
more than two or three companies 
and probably knows nothing about 
them if he can, but he knows that his 
friend John Brown of the John Brown 
Insurance Agency is all right and 
reckons that his companies must be, 
too. So the would-be assured goes 
to the local agent, asks for protection 
to the desired amount, and, nineteen 
times out of twenty, leaves it to the 
agent to select the company or com- 
panies; and, providing he knows his 
companies to be sound, the agent him- 
self is far less apt to be influenced by 
the question of assets than by the 
other factors just mentioned. I do 


not overlook the value to an agent of 
a big company, but it is valuable be- 
cause, with its size, will generally go 


the attributes I have named. 
If this is about the situation, and I 


think it is, it leads to the inquiry 
whether it is necessary and wise to 


give free rein to that sentiment called 
pride which leads us to prominent ad- 
vertising, all over the country, of the 
profits made in the year just closed— 
in the last five years—since the com- 
pany was organized. Excellent adver- 
tising can be done without going into 
these details. The men chiefly inter- 
ested in knowing of the progress and 
management of a compay are its spe- 
cial agents and local agents; and is 
there no way of informing them ex- 
cept by flooding the country with pub- 
lic announcements calculated to catch 
the eye of the casual observer; to 
arouse the criticism of property- 
owners; to attract the attention of 
legislators and to excite the cupidity 
of the evil-disposed? 

Such advertising of profits, due to 
one sentiment, is partly responsible 
for the growth of another; for while 
there is room for honorable and active 
emulation among companies, among 
special agents and among agents (and 
none more than I can be a greater be- 
liever in healthy, active competition), 
there is no room for rivalry in pre- 
mium income if such rivalry means 
allowing our best judgment to be in- 
fluenced by the sentimental satisfac- 
tion of beating acompetitor. Yet we 
have seen this very desire responsible 
for the troubles of more than one 
company which could have achieved 
increasing success with more conser- 
vative methods. One does not have 
to be as slow as a tortoise to win the 
race nowadays, but if ever there was 
a business where _ get-rich-quick 
schemes are out of place it is in fire 
underwriting ; and if, by superior judg- 
ment, by a firm and stable policy, by 
liberal but not rash underwriting, by 
fair treatment of the agent and of as- 
sured and by following good under- 
writing practices you can show more 
actual dollars made for your company 
in five or ten years than can your com- 
petitor, you do not have to ask who is 
really in the commanding position 
even though yours may be the second 
place in actual premium income. 
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SUPREME COURT WILL NEVER DECLARE INSURANCE COMMERCE. 





Thus Contends Frederick H. Nash, Assistant Attorney-General of Massachusetts. 





[NoteE—The subjoined address, delivered by Mr. Nash before the National Convention of Insurance 
Commissioners, Sept. 27, 1905, deserves careful reading by interested underwriters, both for the inform- 
ation it contains and the manner in which it is presented. At the end of this address will be found 


comment by the editor of the Journal.] 


When the Civil War had demon- 
strated the power of the Union many 
intelligent people proclaimed with en- 
thusiasm that, since we were in truth 
one nation, state lines in all matters 
of business ought to be obliterated. 
Especially in the business of insurance 
was this sentiment manifest, for in- 
surance, depending for success upon a 
wide basis of average, naturally 
spread its range abroad, in advance of 
trade. The first suggestion that Con- 
gress ought to give insurance compa- 
nies the right to do business all over 
the country, without restriction from 
the states, appeared in the Wall 
Street Underwriter, Nov. 30, 1864, 
and was based upon the national 
banking act of that year. In 1865 
some of the companies presented a 
memorial to Congress asking protec- 
tion from the states. A legal opinion 
was secured from Charles Tracy, Esq., 
of New York, that insurance, being 
the grand protection of commerce as 
money is the grand agent of com- 
merce, is an essential part of com- 
merce itself, and ought to be regulated 
and made uniform by Congress. 
Agitation of the subject was continu- 
ous until 1868, when a decision of the 
supreme court, that insurance was a 
local not a national affair, seemed to 
block the way to the change. 

Since then the sentiment has oc- 
casionally burst forth in somewhat ir- 
responsible discussion by insurance 
periodicals at the spur of unwelcome 
action by state insurance commission- 
ers, at times incited by arbitrary acts 
of certain commissioners, who have 
notoriously held up companies, with 
the help of state laws giving them 
vast power, which companies may not 
easily prove or wisely allege to be ex- 
ercised in bad faith. It has now 


sprung into new life, as a result of 
President Roosevelt’s message to the 
Congress of 1904, in which he said: 
The business of insurance vitally affects a great 
mass of the people of the United States, and is 
national and not local in its application. It in- 
volves a multitude of transactions among the 
people of the different states, and between 
American companies and foreign governments. 
I urge that the Congress carefully consider 
whether the power of the bureau of corpora- 
tions cannot constitutionally be extended to 
cover interstate transactions in insurance. 
There is no longer doubt of the ad- 


vantage to the public and to the trust- 
worthy companies from governmental 
supervision. The only question is, 
which goverament shall exercise the 
power. 

Evils of Present System. 

The evils of the present system are 
real, and are felt not only by the 
companies, which justly complain of 
too much government, but also by the 
fifty state governments themselves. 
The companies have suffered from un- 
scientific and oppressive taxation and 
costly examinations, and from the 
minor burden of making reports to so 
many states. On the other hand, the 
people, who are citizens of the United 
States as well as of their several 
states, are handicapped in regulating 
this most important business by the 
territorial limitations of each state’s 
power. 

In most of the states, most of the 
insurance business is done by compa- 
nies of other states. The business of 
insurance is peculiar, in that it does 
not consist of isolated transactions but 
of continuous contract relations run- 
ning through long periods of time. If 
a foreign company indulges its finan- 
cial tastes in ways that this state 
would check, all the preventive power 
of this state is limited to giving for- 
eign company its choice either to fol- 
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low our policy or to remove its agen- 
cies hence. But a commissioner, 
though he have all power, will hesi- 
tate, except for most cogent reasons, 
to drive away a company, because its 
policyholders will be so much incon- 
venienced if there are no agencies and 
no way of suing upon future obliga- 
tions except in a foreign state. 

If transactions of insurance by a 
company outside the state of its char- 
ter could be subject to license by fed- 
eral authority, the menace of restrict- 
ing the company’s business to one 
state by taking away the license 
would probably be effectual to pre- 
vent future violations of law, and the 
inconvenience of leaving policyhold- 
ers to transact business and sue in 
foreign states would in practice be in- 
considerable. 

Infractions of a federal law could be 
punished wherever committed, while 
infractions of state laws by a foreign 
corporation often cannot be suitably 
punished, if the corporation is content 
to leave the state and has no property 
within it. A judgment obtained by 
the state against a foreign corporation 
in a suit to recover penalties, though 
in form civil rather than criminal, 
cannot be the foundation of any pro- 
ceeding beyond its own boundaries. 

Again,under the present system the 
officers of a company are required to 
make oath to the truth of their re- 
ports to the several states. In the 
statutes of many states wilfully mak- 
ing a false oath is said to be perjury. 
How are the pains and penalties of 
such statute to be enforced? The few 
who do not shrink from the formality 
of taking a false’ oath cannot be pun- 
ished in one state for a crime against 
the laws of another state, and the 
state whose laws are transgressed by 
the taking of a false oath beyond its 
jurisdiction cannot treat the trans- 
gressor as a fugitive from justice. 
Falsifying a statement required by 
federal law, on the other hand, co ld 
be readily punished anywhere in the 
United States. 

I think it must be conceded that 


from both points of view, from that 
of the companies and from that of the 
public, restriction of the powers of 
the fifty state departments each to the 
domestic insurance business of the 
companies of its own state, and the 
establishment for interstate business 
of one honest, perfectly managed, 
federal department, divorced from 
politics, would be a convenience. But 
such substitution is unattainable. 


Why National Control Cannot Be. 


It has been suggested from time to 
time that just as Congress established 
a system of national banks, outside 
the jurisdiction of the states, and has 
made a uniform bankruptcy law 
which supersedes the insolvent laws 
of the states, Congress may pass uni- 
form laws for the regulation of insur- 
ance. Itis said that uniform insurance 
laws are as essential to the commer- 
cial interests of the country as na- 
tional banks and uniform treatment 
of creditors. It may beso. There is, 
however, no analogy under the law 
between these matters and insurance. 
The constitution of the United States 
provides expressly for bankruptcy, 
and since it gives to Congress control 
over the currency and power to bor- 
row money, there is necessarily im- 
plied the power to erect banking in- 
stitutions and issue legal tender notes. 
The power of Congress in these re- 
spects is derived not at all from the 
power to regulate commerce. 

It is beside the point, therefore, to 
reason from them to insurance, of 
which Congress can have no control, 
unless under the interstate commerce. 
clause. Congress cannot establish an 
insurance company except by allowing 
one to be incorporated under the laws 
of the District of Columbia, such a one 
having no higher standing than a cor. 
poration created by the laxest state. 
The federal government does not need 
insurance inits business; indeed, it is 
against public policy for the govern- 
ment to insure its property, as a loss 
would be distributed among a smaller 
number of people than if it were al- 
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lowed to remain upon the whole body 
of contributors to the support of gov- 
ernment. The argument seems to me 
farfetched, that because insurance 
companies may loan money to the 
government, therefore they may be 
created and controlled by the govern- 
ment, like a national bank. 

Unless the business of insurance is 
commerce, Congress has no more 
power to regulate it than to regulate 
state banks, and each state may re- 
fuse to admit an insurance company 
of any other state, and hence may ad- 
mit it upon any terms that it sees fit 
to impose. 

Restricted Rights of Corporations. 

A corporation, though a person, is 
not a citizen. Therefore it has not the 
guaranteed right to take up its resi- 
dence where it chooses within the 
United States. It may be kept from 
establishing itself beyond the borders 
of the state which chartered it, if the 
other states so determine. This is the 
law as to corporations in general. But 
a corporation which is carrying on 
commerce among the states cannot be 
kept from transacting a business 
which is interstate commerce in any 
state. This is because the regulation 
of such commerce is left by the con- 
stitution to Congress. Congress, then, 
is the only power which can regulate 
interstate commerce. In those re- 
spects in which Congress has not dealt 
with it, the doctrine of the constitu- 
tion is that it must not be prohibited. 
Short of prohibition, however, the 
states may in various ways interfere 
with interstate commerce very seri- 
ously, while Congress refrains from 
regulation. But when Congress con- 
stitutionally deals with the subject- 
matter theretofore covered by the 
states, their action is displaced, if in 
conflict with the law of Congress. 

I have spoken of this effect of ac- 
tion by Congress because of the state- 
ment sometimes made that the reason 
the states may now lawfully interfere 
with insurance between the states is 
that Congress has been silent regard- 
ing insurance. Let Congress speak 


and declare that the federal govern- 
ment is henceforth to regulate insur- 
ance as a branch of interstate com- 
merce, the states must then take off 
their hands. Such is the argument. It 
is, however, untenable, for the state 
laws are chiefly of such a character 
that they amount to prohibitory regu- 
lation, and if interstate insurance is 
interstate commerce, they are bad, 
even while Congress is silent; and if 
interstate insurance is not now inter- 
state commerce, Congress cannot. 
make it such. Whether it is or not is 
a purely judicial question, in regard 
to which the opinion of Congress has 
no more weight in the supreme court 
than an opinion of the executive. 
Congress may say perhaps that cer- 
tain articles, like rum or cigarettes or 
lottery tickets, shal] not be entitled to 
the advantages of the mails or of pub- 
lic interstate transportation, because 
the regulation of transportation, 
which is judicially declared to he 
commerce, is under its control. But 
Congress may not say effectually that 
an agreement to pay a person $100 if 
he will not drink, smoke or gamble, 
or an agreement to indemnify one, is 
commerce. 
Position of Court Unchangeable. 

The supreme court, the only power 
that can define interstate commerce 
with authority, has repeatedly held 
that insurance is not commerce, and 
that transactions of interstate insur- 
ance do not amount to interstate com- 
merce. 

[To support this claim Mr. Nash 
cites decisions of the United States 
supreme court dating from the first, 
that of Paul vs. Virginia in 1868, 
down to that of Nutting vs. Massa- 
chusetts in 1901. The cases cited in- 
clude also the Philadelphia Fire Asso- 
ciation vs. New York, Hooker vs. Cali- 
fornia, Ducat vs. Chicago, Doyle vs, 
Continental Insurance Company, 
Orient Insurance Company vs. Daggs, 
Allgeyer vs. Louisiana, and New York 
Life vs. Cravens, in each of which, 
according to the language quoted by 
Mr. Nash, the supreme court declared 
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definitely that insurance is not com- 
merce. ‘These citations made by Mr. 
Nash are important and illuminating, 
because they show, as has not before 
been shown in recent discussions, the 
later conclusions of the supreme court 
upon insurance as commerce.—Kd. | 





Not only is the principle of the in- 
surace cases too well settled to be 
shaken, but, in my opinion, were the 
question now raiseil for the first time, 
the result must be the same, by all 
the analogies which can be brought 
to bear. Transportation of passengers, 
of goods, of lottery tickets, of insur- 
ance policies, of intelligence by tele- 
graph or telephone, is commerce. The 
sale and delivery of goods is com- 
merce. The delivery of goods to a 
resident of this state in pursuance of 
a contract made in another state is an 
act of interstate commerce. 

But making a promissory note or 
drawing a bill of exchange in payment 
for the gouds is not commerce. The 
business of dealing in notes and bills 
as a broker is not commerce. A prom- 
ise to pay money if the goods are lost 
or destroyed is not commerce. 

No one would contend that a prom- 
ise of indemnity aguinst unfaithful 
conduct by an officer is commerce, or 
that the federal government has any 
concern with such a contract made 
between citizens of different states. 
The fact that a promise of indemnity 
relates, instead, to a subject of com- 
merce makes no difference. If it did, 
we should have to make a distinction 
between insurance of merchandise, on 
the one hand, and real estate, lives 
and fidelity, which are not the subject 
of interstate commerce, on the other. 

The truth is, as I view it, that in- 
‘surance, like banking and the system 
.of exchange by bills and notes, has 
grown to be essential to the conduct 
cof modern commerce, but it is not 
commerce. The policy of insurance, 
like a lottery ticket, a bag of gold ora 
bill of exchange, is a subject of com- 
merce, and its transportation from 


.one state to another is interstate com- 


merce. Congress can supervise the 
transportation but not the insurance 
company. But the business of mak- 
ing contracts of insurance is no more 
commerce than the business of loan- 
ing money. The loan of money bya 
New York bank, which is essential to 
the carrying on of commerce by a 
New Jersey corporation, would never 
be deemed interstate commerce by 
the most enthusiastic federalist. Yet 
that is the same in principle as the 
insurance of merchandise in a ware- 
house which is pledged to secure the 
loan. 

If the contract of indemnity is not 
commerce, yet it has been suggested 
that the interchange of reciprocal 
pecuniary benefits between the in- 
sured and the company is commerce, 
that the transfer of money by the 
company from New York to the in- 
sured in Massachusetts, in exchange 
for his premiums, is interstate com- 
merce just as the transfer of mer- 
chandise sold in New York to a buyer 
in Massachusetts is interstate com- 
merce. 


Broad Interpretation Dangerous. 


Were this to be established as law, 
no limit to its effect upon the affairs 
of men can be foreseen. Any inter- 
change of pecuniary benefits between 
the states must, then, be interstate 
commerce. A New York resident buys 
a farm in Connecticut. If the owner 
lives in Connecticut the purchase is a 
matter of interstate commerce, while 
if he lives in New York it is a matter 
of domestic concern. In the former 
case, a law of Congress requiring a 
particular form of conveyance and 
registry at Washington would be con- 
stitutional; in the latter case, the 
Connecticut law alone would govern. 

Or, suppose a testator domiciled in 
New York gives personal estate to 
legatees living in various states. The 
duties of his executor must, then, be 
transactions of interstate commerce. 
Congress, then, might enact a probate 
law, and a law regulating succession 
in case of intestacy, to apply when 
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property passes from one state to an- 
other. Public attention has been often 
stimulated to a recognition of the 
evils arising from the variety of state 
jaws regulating marriage and divorce. 
Now and again a widow has been 
forced upon the estate of a wealthy 
decedent by reason of his course of 
conduct in a state where a common 


law marriage is valid, though mat- 
rimony was not in his thoughts, and 


persons given to divorce and remar- 
riage are troubled to know in what 
states the children of a remarriage of 
persons divorced in certain states are 
legitimate. A uniform federal mar- 
riage and divorce law applicable to in- 
terstate relations would be helpful 
and available in the present migratory 
period of American life, by the ex- 
pedient of acquiring a domicile across 
a state line. 

Even if marriage is not commerce 
within the meaning of the constitu- 
tion (and commerce was used in such 
a sense contemporaneously with the 
establishment of the constitution) the 
interchange of reciprocal pecuniary 
benefits and property rights between 
a citizen of New York and a citizen of 
Newport, who intermarry, would seem 
to be as much commerce as the ex- 


change of credits through a bank, be- 
tween insurance company and in- 


sured. Commerce, in a strict sense, 
depends upon population, which is the 
end of marriage, quite as much as 
upon ing@rance. 


Court Will Protect State Rights. 

These illustrations are but a few of 
many which in my opinion will in- 
fluence the supreme court in fulfilling 
what it has declared to be one of its 
most important vocations, namely, to 
protect the rights of the states from 
encroachment by the far-removed 
central government,to deny the power 
of Congress to deal with the subject 
of interstate insurance. Indeed, if the 
power to regulate commerce extends 
so far as is claimed, then much might 
have been omitted from the constitu- 
tion. This heading, which received 
only a page of discussion in the 


‘*Federalist,’’ then, becomes sufficient 
to cover banks, bankruptcy, currency 
and all kinds of business intercourse 
between states. 

The purpose of the suggested fed- 
eral action is regulution. To be effec- 
tive,an act must prohibit transactions 
of insurance, that is, the interchange 
of pecuniary benefits of insurance 
among the states, except by compa- 
nies which comply with all conditions 
which it may impose, At present a 
state may constitutionally prohibit its 
citizens from making a contract 
within the state with any foreign in- 
surance company. The only reason 
the citizen cannot be prohibited from 
making such contract without the 
state is that the laws of a state do not 
reach beyond its borders; but if inter- 
state insurance is subject to the regu- 
lation of Congress, whose laws run 
throughout the country, it may pro- 
hibit the making of a contract with 
any company except with companies 
organized in the state where the in- 
sured lives. 

If Congress may prohibit the inter- 
change of these pecuniary benefits, so 
it may of many others of similar char- 
acter. Ths point here is quite distinc! 
from that raised in the suggestion 
that corporations engaged in the sale 
of merchandise in one state and its 
delivery to purchasers in another 
should be required to have a federal 
license. The contract for such sale is 
a contract of interstate commerce, 
and its unauthorized consummation 
may conceivably be prohibited by the 
power which regulates interstate com- 
merce. But the contract of indemnity 
to pay money upon the happening of 
an event cannot, under any circum- 
stances, be interstate commerce, and 
it would be a curious situation if Con- 
gress could prohibit the payment of 
money between residents of different 
states in satisfaction of the terms of a 
contract with which Congress can have 
no concern. Congress may regulate 
the express company which carries 
the money, for the business of trans- 
portation is commerce; but, in spite 
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of the decision in the Lottery Case, I 
venture to believe that it cannot pro- 
hibit the transportation of money or 
credits. 

Centralized Control is Revolution. 

It is not profitable to discuss what 
would be the effect of a constitutional 
amendment, or whether, if the people 
of all the states were spurred to 
create in their place one federal state 
for the purpose of insurance, they 


might not include within its sovereign 
and exclusive jurisdiction other mat- 
ters of business between citizens of 
different states—abolishing all con- 
flict of laws in matters of contract be- 
tween parties of different states by 
authorizing Congress to enact a code 
of interstate contract law; providing 
for the service of legal process of any 
court throughout the United States; 
requiring national incorporation and 
visitation of companies which are to 
do business in other states or to 
manufacture goods for sale in other 
states; of companies which seek in- 
vestments outside their own state; 
providing that, the corporations of 
each state shall enjoy the privileges 
and immunities of citizens of the sev- 
eral states; regulating marriage and 
divorce. All these things might be done 
by constitutional amendment, per- 
haps by the simple process of substi- 
tuting the word “‘intercourse’’ for the 
word ‘‘commerce’’ in the present 
language giving Congress power to 
regulate commerce among the states. 
The change which is suggested is in 
principle a revolution in our form of 
government, a change tocentralization. 

Let me consider now what would be 
the effect of a decision of the supreme 
court that interstate insurance trans- 
actions alone of these kindred matters 
now left to the states are commerce, 
and finally, whether there is not a 
more practicable and beneficial remedy 
for existing evils than either constitu- 
tional amendment or the reversal of a 
line of unanimous decisions of the su- 
preme court which the champions of 
federal regulation so cheerfully an- 
ticipate 


State Control Should Not Be Restricted. 

Suppose Congress regulates the 
business of insurance between a New 
York company and its policyholders 
in other states, and the regulation 
goes unchallenged or is held to be 
valid. What power would be left in 
the states other than New York, in 
Massachusetts, for example? We may 
assume that such act of Congress 
would provide for a license under 
which the company might enter all 
the states in the prosecution of its 
business, such license to be in force so 
long as the company should comply 
with the act, and be deemed solvent 
by the federal commissioner. 

The company could establish its 
agencies in Massachusetts. These, 
and all brokers and agents acting ex- 
clusively for insurance companies of 
other states so licensed, would be ex- 
empt from the payment of license fees 
to the state because Massachusetts 
cannot charge for what Congress has 
given asa right. Massachusetts could 
not examine into the affairs or con- 
dition of such company, but would 
have to trust that the federal commis- 
sioner had done his full duty. 

The reserve liability of such a life 
company might no longer be computed 
according to the Massachusetts stand- 
ard. The company’s financial condi- 
tion would be published, based upon 
such estimate of its future liabilities 
as the federal commissioner might be 
authorized to make. Congress: might 
adopt some method of gross valuation, 
instead of the net valuation required 
in Massachusetts ever siace St. 1856, 
c. 252, and adopted after most careful 
investigation by Elizur Wright. 

The company might reinsure its 
Massachusetts risks in any company 
licensed by federal authority, and the 
state would have no responsibility in 
the matter. Massachusetts could no 


longer require its standard form of 
fire policy, limit its term or prohibit 
insurance under a ‘‘valued policy.”’ 
A fidelity or surety company might 
execute bonds without restraint or 
supervision by Massachusetts. 
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:' Assessment life insurance compa- 
nies could not be forbidden from at- 
tracting the poor of Massachusetts 
with their cheap and delusive proposi- 
tions, and foreign fraternal benefit 
orders, with rates so low that they are 
at the threshold of insolvency, must 
be admitted, if Congress should so de- 
cide. 

The state could tax its domestic 
companies as usual, but could not im- 
pose an excise or franchise tax upon 
foreign companies. For example, at 
present all life companies pay an ex- 
cise tax of one quarter of 1 per cent. 
upon the net value of all policies held 
by residents of Massachusetts. The 
result would be that a foreign cor- 
poration holding trust funds for Mas- 
sachusetts policyholders would be ex- 
empt from taxation, while a domestic 
corporation would not be exempt. Of 
course, the state could tax directly to 
its citizens by a property tax their in- 
vestments in insurance companies, 
whether domestic or foreign. 

Foreign fire insurance companies 
could not be taxed a percentage of 
their premiums. 


Police Power Paramount. 


These are some of the results which 
must follow a constitutional law de- 
claring insurance to be commerce. 
Would they be beneficial? Some of 
them are not of serious concern. For 
instance, the states can well afford to 
lose the license fees and privilege 
taxes, which, indeed, in many instances 
are oppressive, and rest upon an un- 
scientific basis. The vital point is 
whether the states ought to yield up, 
what we have been taught to regard 
as peculiarly within their police 
power, the responsibility of deter- 
mining by their own investigation and 
according to their own standards 
what insurance companies are worthy 
of the confidence of their citizens. 


In dealing with these technical and 
difficult matters affecting the credit 
of such institutions, large powers of 
discretion have to be given to some 
official, whose acts in matters which 
call for prompt and decisive action 
and which it would be difficult to in- 
vestigate in the courts. His duties are 
far more exacting than those of a na- 
tional bank examiner. I aver, without 
hesitation, that the wisdom, discretion 
and honesty composite in fifty, chosen 
by fifty states, are more to be valued 
than the excellencies of one person 
appointed at Washington. State super- 
vision is good according to the merits 
of the best of the commissioners. Fed- 
eral supervision must be good or bad 
according to the qualities of one man, 
who is unchecked by the work of co- 
ordinate officials. 

I believe that we should not look 
forward with either hope or appre- 
hension to federal supervision. The 
proposed law of Congress is unconsti- 
tutional, and the people will not for 
this purpose amend the constitution ; 
if the experience of one hundred years 
has taught us that union is inferior 
to a centralized government, we will 
create a federal commonwealth, not 
centralize insurance supervision alone. 
But instead of looking to revolution, 
we ought to hold fast that which is 
good in state supervision and make it 
better. 

I am hopeful for the future of state 
supervision. I would not willingly see 
the responsibility thrown upon the 
federal government, even if that were 
possible. But the full success of our 
system must depend upon your help- 
ful co-operation with each other. It is 
the fashion of vituperative insurance 
journals to call you czars and tyrants. 
But you should not be independent 
sovereigns. You can help one another, 


and, by so doing, better serve your 
states. 


LEGAL OBSTACLES NOT A PERMANENT BAR: COMMENT BY EDITOR. 





Mr. Nash Says in substance that the 
Supreme court will never reverse its 


decision declaring that insurance is 


not commerce, that on the whole it is 
not desirable for state to be superseded 
by national supervision, and that the 
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remedy for existing evils lies in im- 
proved state regulation. 

His presentation of the legal phases 
of the question is the clearest and 
most comprehensive we have yet 
seen. Nevertheless we cannot agree 
with his conclusion that the supreme 
court will always hold the view that 
Congress cannot in any way regulate 
interstate transactions of insurance. 
Our belief that Federal regulation will 
in time be established is based upon 
the view that this form of control is a 
logical and rational development, 
growing out of social and economic 
requirements, and that objections or 
obstacles based upon legal phraseology 
or interpretations thereof, cannot per- 
manently prevent the consummation 
of a project which is beneficial to the 
people. 

Mr. Nash contends that national 
regulation would not be beneficial to 
the people because it would represent 
centralized government and prac- 
tically break down the idea of a union 
of states established under the Ameri- 
can constitution. We are not prepared 
to accept this statement of the situa- 
tion, for in assuming the power to 
regulate interstate transactions of in- 
surance the national government does 
not, nor cannot, take away from the 
states any right to regulate and super- 
vise the transactions of insurance 
within their own borders. Congress 
can deal only with insurance transac- 
tions when they cross state lines, just 
as it does in the case of merchandise, 
railroads, telegrams and telephones. 

As a citizen of Massachusetts we be- 


lieve that there is no better form of 
insurance supervision than that which 
is practiced in this commonwealth, 
and Massachusetts andoubtedly has 
an influence upon insurance transac- 
tions in other states which might be 
interfered with if Federal control of 
interstate insurance were established. 
Still, as a citizen of the United States, 
owing a higher allegiance than to the 
state, we believe that the welfare of 
the people asa whole would be pro- 
moted by Federal regulation of inter- 
state insurance. 

That regulation, when established, 
however, should be upon a plane at 


least as high as that in the state of 
Massachusetts (which is by no means 
perfect) and should not be dictated or 
controlled by the insurance corpora- 
tions of New York state, where super- 
vision is much less rigid and satisfac- 
tory than it is in the state of Massa- 
chusetts. Federal regulation, estab- 
lished exclusively at the dictation of 
New York insurance companies, par- 
ticularly of the great life insurance 
companies, would be most undesirable. 
In saying this we do not question or 
impugn the motives of the officers of 
those companies in desiring super- 
vision on lines which are particularly 
beneficial to them, and which will of 
course relieve them of much of the 
exacting oversight which, in our opin- 
ion, is proper and desirable. 

With Mr. Nash’s statement that the 
remedy for existing evils lies in im- 
proved state supervision we are glad 
to agree to the extent of saying that 
the better state supervision we have, 
the less strenuous will te the demand 
for national regulation. It goes with- 
out saying thatif state departments 
can overcome the evils of state super- 
vision which have led to the demand 
for national supervision, there will be 
no longer necessity for supervision 
from Washington. But we fear that 
those evils will not be overcome by 
the states. Nevertheless, if the agita- 
tion for national regulation shall lead 
to more honest and more intelligent 
supervision on the part of state offi- 
cials, then the discussion of the ques- 
tion will have performed an incalcula- 
ble amount of good. 


In his closing paragraph, Mr. Nash 
makes use of this phrase: ‘‘It is the 
fashion of vituperative insurance 
journals to call you (the state insur- 
ance superintendents) czars and 
tyrants.”’ 

The phrase descriptive of insurance 
journals is unfortunately a truthful 
one. There is aclass of journals which 
by their savage and unwarranted 
method of attacking the decisions and 
actions of state insurance officials 
have done great harm, and perhaps 
more than anything else accentuated 
and increased the evils of state super- 
vision. At a time when intelligent, 
rational comment was demanded, 
when the insurance commissioners of 
the different states needed to be ap- 
proached by clear-thinking and honest 
argument, the ‘‘yellow’’ insurance 
press, incapable apparently of rising 
to the requirements of the situation, 
have really put back the wheels of 
time and interfered with progress. 
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COST OF MANAGEMENT VIEWED BY AN OUTSIDER. 


Walter Wellman in the “Review of Reviews” Contends That the Agency System Is Too 
Expensive — Comment by the Editor. 





American life insurance needs re- 
formation, and that speedily. It is 
not giving an adequate return for the 
money which insurants invest in it. 
This is due not so much to scandals of 
management like those which have re- 
cently come to light as to still more 
serious economic evils. Insurance 
costs much more in this country than 
it should cost—far more than it costs 
abroad. This is because management 
is too extravagant and wasteful, and 
because of certain methods which are 
fundamentally faulty. Last year the 
people of the United States paid in 
premiums amounting to $472,000,(00, 
and the total income of all the com- 
panies—every dollar of it the prop- 
erty of the holders of policies, because 
the interest earnings are simply the 
increment upon the policyholders’ 
accumulations—amounted to $580,- 
000,000. What became of this golden 
stream? Into what channels was it 
diverted? What uses were made of 
it? Here is the answer in a few 
lines: 

Per 

Amount. Cent 
Paid to policyholders, death 
claims, cash on surrender 


or maturity, annuities, 
dividends, etc....eeseeeee $240,000,000 41.38 


Expenses of management... 127,000,000 21.89 
Taxes and state fees........ 11,000,000 1.90 
Income over disbursements. 202,000,000 34.83 
Totals..coes cecccesccces $080,000,000 100.00 
Here we see that of every $100 of 
income only $41 was paid back to the 
policyholders, while the actual ex- 
penses of management were nearly 
$22, and almost $24 including the 
taxes and necessary fees. Thirty-five 
dollars was carried over to assets or 
surplus. Inasmuch as the foregoing 
figures include all the companies in 
the country, it is only fair to say that 
the concerns which do a straight ‘‘old- 





line’’ business on a fairly large scale 
and do not write any ‘‘industrial”’ 
policies show a somewhat smaller per 
centage of expenses toincome. Tak- 
ing the twenty-five leading compa- 
nies, 18 per cent. would be a fair state- 
ment of their expense ratio. This is 
just about double the cost of manage- 
ment in Great Britain,and it is almost 
three times the cost of carrying on 
the government industrial and mixed 
insurance in Germany. 
How the Money Goes. 

It is worth while to inquire why the 
expenses of American management 
should run about twice as great as the 
expenses of English management for 
the same line of business. The accom- 
panying table, showing the expense 
cost of twenty-five leading American 
companies in 1904, with totals for the 
two preceding years, will tell the whole 
story. (See exhibit next page.) 


“Reckless and Wasteful.” 


The reader will at once perceive 
that there is a vast difference between 
companies. A few companies keep 
their expense down to about 20 per 
cent. of the premium receipts, while 
others run to figures more than twice 
as great. It must be obvious to any 
observer that in a life insurance con- 
cern which spends such enormous 
proportions of its income in the carry- 
tng on of the business there is small 
chance for the insurant to get an ade- 
quate return for his investment. That 
the business can be carried on at 
smaller cost is demonstrated by the 
experience of the British companies, 
whose expenses run only about 9 per 
cent. of their total income (against an 
average of about 18 for the leading 
American companies), and by the fact 
that some of our Anerican companies 
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spend only half as much in expense as 
others. There is but one phrase 
which properly characterizes the 
management which spends 35 or 40 
per cent. of premium income in ex- 
pense, and that is, ‘‘reckless and 
wasteful.”’ 
Forcing ‘‘ New Business.” 

It will be seen upon examination of 
the accompanying table that about 
three-fifths of all the expense of 
American companies is for commis- 
sions on new businsss and agency ex- 
penses. One of the greatest evils of 
management in this country is the 
craze for bigness, the insane rivalry 
among managers of the largest com- 
panies to outdo all competitors in the 
increase of the amount of insurance 
in force. To such an extent has this 
craze been carried that millions upon 
millions have been virtually thrown 
away. Agents are stimulated by large 





commissions and other rewards to go 
out and drum up business regardless 
of whether it is to prove profitable to 
the company or to the insurants, or 
not. The rule has been, ‘‘Get the busi- 
ness at any cost.’’ It is a remarkable 
fact that for every thousand dollars 
of insurance in force last year these 
twenty-five leading companies spent 
nearly six dollars and fifty cents in 
their efforts to get more insurance. 
The average premium paid on all in- 
surance is approximately forty dollars 
per thousand. Ten dollars of that is 
paid out for expenses, and of the ten 
dollars more than six is devoted to 
the effort to coax in new policyhold- 
ers. If the commission and agency ex- 
penses were cut down to a reasonable 
figure,and then a vigorous effort were 
made to reduce the administrative and 
clerical expense from its present rel- 
atively high level, there is no reason 


Gross Expense in 1904 Per $1,000 Insurance in Force, Showing Percentages of Ex- 
penses to Premiums. 


From ‘THE Brown Book oF LIFE INSURANCE ECONOMICS.” 


Expense Cost 


Per $1,000 

Insurance 

in Force. 
MUM, scene 000006 senses cenves $9.35 
DOIG: ceive sscsneccensece 7.90 
Connecticut General....e. see 9.92 
Connecticut Mutual........00. 8.34 
EQGtable ceccce cocces cocccece 10.14 
MINE candas seceeecesciceces 12.95 
BONE sodtcecéekan cenncscceces 13.42 
POMIIE, «scence c0s00 cesses 14.43 
Massachusetts Mutual......... 7.46 
BON oc0n0es sonsescionss cate 10.68 
MeGteal Bonet cccess cccsccicsse 7.64 
PRN 0.600des cdeese seteccee 10.58 
New England. ..ccoscccces cove 8.45 
OT Five caccsavessseones so 10.07 
DOTUNWONOED .. cccccecccess cove 7.22 
NE SE iddcs ncncecsenbes 9.27 
FROGS MGGOel. occccncetccese 10.19 
Provident Life & Trust...... 8.25 
Provident Savings....0....se- 16.87 
| 8.67 
TEAVGITS ccvcce covcce sovccove 7.56 
Union Central .cccce coccccccce 8.50 
Union Mutual. ....0ecccces cece 12.01 
United States. cccces cccccaccee 12.41 
Washington 2.2.0. seccce seccee 16.49 
Total 1904 .cccescoccce.ccce $9.80 
Total 1908 .pceoe ccccoe cece 10.00 
Total 1902 .cccccccccccccce 9.98 


Commissions Administra- 


Per Cent.of and Agency tiveand Taxesand 
Premiums Expenses, Clerical, Fees, etc., 
Received. Per Cent. Per Cent. Per Cent. 

24.17 12.92 7.03 4.22 
20.20 11.27 5.51 3.42 
28.90 18.24 8.81 1.85 
26.47 8.09 6.30 12.08 
25.04 15.87 6.42 2.75 
31.07 19.32 7.28 4.47 
30.65 15.61 11.85 3.19 
41.35 21.46 12.51 7.38 
20.70 13.52 5.35 1.83 
28.00 18.25 6.79 2.96 
20.13 11.04 5.30 3.7 
26.83 15.61 7.73 8.49 
24.57 13.65 6.93 3.99 
24.59 18.35 4.48 1.76 
18.26 11.08 4.02 3.16 
24.33 14.50 5.63 4.20 
26.37 13.55 9.42 3.40 
20.63 9.55 7.39 3.69 
44.52 20.74 16.35 7.43 
22.38 14.30 4.98 8.10 
22.76 14.64 4.64 3.48 
24.08 14.07 7.96 2.05 
34.16 21.44 9.27 8.45 
7.07 20.22 12.35 4.50 
42.33 21.33 12.20 8.80 
25.11 15.92 6.11 3.08 
25.69 16.08 6.45 3.16 
25.76 16.15 6.31 3.30 
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why American management should 
not make a much better showing 
as to the ratio of expenses to total 
income when compared with foreign 
companies. They might not be able to 
get down to the British standard of 
about 9 per cent., but they should be 
able to drop far below their present 
figure of 18 per cent. 

Our American managers, or most 
of them, are not content to grow 
slowly, to follow a conservative policy 
like that pursued by the old Equitable 
of London, and other conservative 
English companies. The London 
Equitable never spends any money for 
new business. Men who want policies 
must apply for them, and their appli- 
eations are passed upon with a view 
to the desirability of the contract and 
to the ability of the applicant to carry 
out his part of it. Of course, the 
Equitable has grown slowly, but it 
has grown solidly; and its income is 
not squandered in a mad scramble for 
more policyholders. 

Some Significant Figures. 

Last year, twenty-five leading com- 
panies of the United States wrote $1,- 
250,000,000 of new insurance. The 
total of their new policies during the 
last three years is $3,500,000,000, or a 
billion more than all the insurance in 
force in the United States twenty 
years ago. The premiums paid on 
last year’s new business of $1,250,000, - 
000 (or supposed to be paid) amounted 
to about $50,000,000. How much did 
it cost to get the business? Nearly 
$43,000,000, or 86 per cent. of the pre- 
mium receipts. About $32,000,000 went 
for commissions to solicitors, medical 
examiners, etc., and $11,000,000 more 
for established agencies, rents, adver- 
tising, printing, etc., after deducting 
25 per cent. fairly chargeable to the 
handling of old business. These are 
startling figures. The cost of new 
business is steadily increasing. Two 
years ago it was only 79 per cent. of 
the premium receipts. Now it is 86 
per cent. If it goes on increasing, in 
a short time all of the first year’s in- 
eome will have to go for getting the 


policy written. That is already the 
case with six of the twenty-five com- 
panies, and one company paid out for 
new business all the, money that the 
new business brought in, and 31 per 
cent. besides. In other words, money 
belonging to a man already a policy- 
holder was used to coax another man 
to take out a policy. 
Mushroom Insurance. 

It is obvious that life insurance 
companies, like other business and 
financial concerns, ought not to stand 
still. They must grow. In life insur- 
ance there is a peculiar reason why 
new business should be secured. If no 
new policyholders come in, in time 
the death claims will reach propro- 
tions calculated to wind up the con- 
cern. But in securing growth com- 
pany managers should stay within the 
boundaries of reason. There is no 
sense in expending huge sums for new 
business that does not ‘‘stick,’’ and 
which therefore is not worth writing. 
Last year twenty-five leading compa- 
nies wrote $1,250,000,000 new insur- 
ance. But they lost nearly one-half as 
much through other causes than death 
or maturity—that is, by surrenders 
and lapses. In short, thousands upon 
thousands of men are induced to take 
out more insurance than they can 
afford to carry—for the solicitors and 
agents are eager for commissions— 
and after one or two payments the 
policies are permitted to lapse The 
only gainer by such business is the 
solicitor, or agent. The company 
gains nothing, the insurant gains 
nothing, save that his risk is carried 
fora year or two years, a return to 
him worth about one-fifth what he 
pays for it. Another large class of 
policies are carried long enough to 
attain a surrender value, and here the 
holders get a little more in return 
when they drop out,though the differ- 
ence is one of degree, not of principle. 
Every year, millions of dollars are 
taken in this way from the pockets of 
people who can ill afford the loss. 
Last year, the twenty-five companies 
actually expended an average of $100 
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to gain $1,259 of insurance in force; 
and that $1,259 of ‘‘good’’ business 
brings the company a net income of 
about $45 a year as long as it lasts. 
The amount of insurance actually 
gained per hundred dollars spent for 
new business is constantly diminish- 
ing. Only two years ago, it was $1,513 
per hundred dollars; now it is only 
$1,259. Several companies, and im- 
portant ones at that, actually show 
net losses of insurance in force,despite 
their enormous expenditures for new 
business. Such companies are on the 
way toruin. Yet the state insurance 
officials seem to be wholly unable to 
deal with them in an adequate man- 
ner. The mania for bigness, the craze 
for forcing the business beyond its 
safe and natural limits, is a tremen- 
dous evil in American life insurance; 
and if the managers will not reform 
of their own accord the law should 
interpose and compel them to do so. 
The Evil of Rebates. 

Another evil incident to this hot- 
housing process is the premium re- 
bate. In some states, rebates are ille- 
gal, and policies rebated may be de- 
clared void. ‘Theoretically, all muan- 
agers frown upon rebates. Actually, 
nearly all companies know that re- 
bates are given by their agents, and 
they wink at thesin. In one respect 
the insurance rebate is more to be 
condemned than the railway rebate. 
It is given to men who ‘‘know the 
ropes,’’ to smart business or profes- 
sional’‘men who are aware that agents 
are so eager for business that they 
will cut the first year’s premium 30 or 
40 per cent., if necessary. Most of 
these insurants can afford to pay full 
premiums. But the poor fellows, the 
mechanics and farmers and others 
who are not in touch with affairs, 
usually pay the full premium, which 
they can ill afford to do. This dis- 
crimination in favor of well-to-do in- 
surants and against men of small 
means seeking to provide protection 
for their families out of their slender 
salaries is anjust, indecent, and should 
be made criminal. 


To such a pass has it come in this 
mad scramble for new business that 
in every city may be found many men 
who carry their life insurance simply 
from year to year. By inducing sev- 
eral companies to bid against one an- 
other they secure great reductions of 
the first-year premiums, and at the 
end of the year permit their policies 
to lapse and look about for other com- 
panies willing to take them on at the 
cut rate. In this way they carry their 
insurance at much less than it would 
cost to take out policies and maintain 
them year after year. 

An Expensive Agency System. 

It is true that most insurance agents 
and solicitors work hard, and only 
the more fortunate of them earn large 
incomes. But there are too many 
agents in the field; the soliciting busi- 
ness is overdone. Thousands of men 
who have been unfortunate in other 
lines go into life insurance soliciting, 
and most of them find it hard enough 
to get along. We need throw no 
stones at the industrious solicitors; 
just now they have troubles enough 
of their own. Our quarrel is with the 
managers who place such vast armies 
of agents in the field to drum for busi- 
ness, making it difficult for any to do 
well and rendering it necessary to 
bolster them up with large commis- 
sions on what business they are able 
to write. The really fortunate men in 
the soliciting line are the general 
agents who control certain territory 
and get a commission on every dollar 
of business that passes through their 
offices; who get, not only their first 
year’s commission, but each year 
thereafter take out 5 to 7% per cent. 
commission on every renewal pre- 
mium. There are general agents 
whose income rises above a hundred 
thousand dollars a year from renew- 
als alone. Last year, one New York 
company paid out $750,000 buying up 
the equities of agents in such renew- 
als. All this money—the first com- 


missions of 50 per cent., usually, the 
renewal commissions of from 5 to 7% 
per cent., or the purchase of equities 
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therein—comes out of the pockets of 
the policyholders. It is not with their 
own money, but with the money of 
their members, that the managers 
satiate their appetite for bigness. 
Every one understands that the 
companies cannot abandon their 
agency system. They must solicit 
new business and have the ma- 
ehinery to look after old business. 
But there should be fewer agencies, 
with smaller original commissions, 
and with the renewal commissions 
wiped out entirely. Managers say 
that if they were to stop soliciting 
they would get no new business. 
They declare it is one of the peculiari- 
ties of human nature, at least in this 
country, that if a man builds a house 
ora store he will at once seek fire in- 
surance upon it. But the most valu- 
able thing in that store or domestic 


establishment, the heart and brain 
and moving force of it—his own life— 
he will never think of assuring or pro- 
tecting unless some agent gets after 
him and beat it into his mind. There 
may be truth in this; and yet it is 
highly probable men do not volun- 
tarily apply for life insurance because 
ghey have been educated to the pres- 
ent system—the system in which all 
the initiative comes from the company 
side. Withdraw that, and it stands 
to reason that many prudent Ameri- 
cans, believers in life insurance, and a 
large share of them needing it for 
special family or business reasons, 
would apply on.their own motion. At 
any rate, there is somwhere between 
the two extremes a happy mean of 
moderation and prudence which life 
insurance management should en- 
deavor to find. 


COMPETITION CAUSES HIGH EXPENSE: COMMENT BY THE EDITOR. 





The views prevailing am ong life in- 
surance men relative to the cost of 
doing business are known to the read- 
ers of this journal, but it is well to 
have outside opinion, even though it 
may not be thoroughly digested, for 
after all it is the outside public view 
working upon and co-operating with 
the desires of those responsible for in- 
side management which will produce 
effective reforms. 

Mr. Wellman is perfectly correct in 
his conclusion that the conduct of life 
insurance is expensive, that the cost 
should be reduced and that the forc- 
ing of new business should be aban- 
doned. All of these contentions have 
been repeatedly set forth by writers 
upon life insurance. 

But there are difficulties in the 
pathway and the greatest of these is 
“competition.’’ In fact, the evils of 
the competitive system were never so 
admirably illustrated as fin life insur- 
ance, for it has increased and not de- 
creased cost to policyholders. 

But competition in life insurance 
arose out of the repugrance originally 


shown to the life insurance idea, 
which created the necessity for educa- 
tion and solicitation. Thus the agent 
came into the field, and out of the re- 
sults of this educational work and of 
evolution and progress, has grown up 
the heated competition which has 
compelled (economically not morally 
compelled) companies to maintain 
what seem to be extravagant rates of 
expenditure in the agency depart- 
ment. 

Reform in life insurance cost de- 
pends primarily upon the elimination 
of competition in commissions. The 
way to eliminate competition is by 
agreement between those engaged in 
the business. This would apparently 
constitute a ‘‘trust’’ prohibited, as 
some contend, by laws enacted pre- 
sumably in response to public de- 
mand. If the insurance companies 
felt perfectly free to agree among 
themselves upon uniform rates of 
commission and conditions of agency 
employment, the cost to policyhold- 
ers could be materially reduced. 
Would the public approve and support 
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such a step? Or would it ask for ad- 
ditional enactments preventing any 
agreement tending to reduce the 
‘*wages’’ paid soliciting agents. 

It is an interesting fact, not com- 
mented upon by Mr. Wellman, that 
high cost to policyholders results 
from a ‘‘low pressure’’ as well as high 
pressure business. In other words, 
there are normal conditions under 
which a company should operate—not 
too expensive or too restrictive— 
which produce the best results under 
the present competitive system. For 
instance, the Connecticut Mutual Life 
of Hartford has been set forth by 
some as an ideal policyholders’ com- 
pany. Mr. Wellman, however, says 
that the standard of test is the per- 
centage of the premium paid by the 
company and not utilized for the 
benefit of the policyholders. If this be 
true then it makes very little differ- 
ence how this expenditure is made, so 
far as the policyholders are con- 
cerned, if they do not receive the re- 
turn. 

The Connecticut Mutual Life is dis- 
tinctively a ‘‘low pressure’’ company. 
Each year it transacts hardly enough 
business to keep its normal insurance 
in force. Diumetrically opposed to 
this are the ‘‘giant’’ companies, the 
Equitable, Mutual and New York Life, 
and yet we find that the total expense 
cost—that is to say, the percentage of 
the premium used for other purposes 
than policyholders—is greater in the 
Connecticut Mutual than in either the 
Equitable or the New York Life, and 
almost us much as the Mutual Life. 
Here are the comparative percent- 


ages: 
Connecticut Mut..26.47 Equitable .....0.. 25.04 
Mutual ...ccc.coes 28.00 New York Life...24.00 


It is true that the Connecticut Mu- 
tual spends much less ‘‘in commis- 
sions and agency expenses’’ than the 
three big companies, but its ratio of 
expense on account of ‘‘taxes, fees, 
etc.,’’ is many times greater, whereas 
if the Connecticut Mutual, like the 
other companies, spent more money 
in its agency department, thus pro- 


ducing steady growth and develop 
ment, its ratio of expense to policy- 
holders on account of taxation would 
be materially less. 

It is the old story of six of one and 
half a dozen of the other. A réstric- 
tive policy in regard to new business 
does not produce any better results 
than an abnormally high pressure 
business. The best results are secured 
by a medium course where the growth 
in new business is healthy and nor- 
mal. 

It goes without saying that the offi- 
cers and managers of life insurance 
companies would very much like te 
reduce the cost of obtaining new busi- 
ness. The same is no doubt true in the 
main of the general agents through- 
out the various states and territories. 
Probably also a great many agents 
who understand the injurious com- 
petitive effects of high commissions 
upon their own business, would favor 
lower commissions and as an inevitable 
consequence, restriction in the num- 
ber of men employed. 

The objection to lower commissions 
would come from the men who could 
not earn a living if the present rates 
were cut in two. And of these there 
are many. Opon them would come 
the burden of reduced cost. If the 
companies should undertake to reduce 
agency expenses by co-operation, 
would the public stand with the cor- 
poration or would its sympathy be 
with the small producing agent who 
is barely able to make a living under 
the present rate of commission? 

As we said, the difficulties are great 
and not easily overcome. Just as it is 
extremely difficult for one employer 
of labor—no matter how benevolently 
disposed—to increase wages unless his 
competitors do likewise, so it would 
be almost impossible for a single life 
insurance company to materially re- 
duce its rates of commission without 
suffering a loss of its agency force to 
other companies willing to pay higher 
commissions. 

There is another way in which re- 
form might possibly be secured, 
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namely, by state legislation, forbid- 
ding companies to pay a higher rate 
of commission than the expense load- 
ing in the premium will allow. Know- 
ing the excesses to which state legis- 
latures are likely to go when once 
started upon a wave of reform, we 
hesitate to suggest this remedy, first, 
because legislation does not always 
effect reform, but merely drives peo- 
ple to evasion and subterfuge not pre- 
viously practiced, and second, because 
it would be very much better in any 
event, if this matter could be ad- 
justed and settled without legislation, 
through the operation of unfettered 
economic law. 

Nevertheless, the state nowadays 
assumes to do much for the policy- 
holders (as a matter of fact it does 
very little) and if there is to be legis- 
lation designed to improve the expense 
cost of life insurance on the agency 
side, we can think of nothing better 
than a limitation of agency commis- 
sions the first year to the loading pro- 
vided for that purpose, thus prohibit- 
ing encroachment for this purpose 
upon the reserve or the surplus. 

One point advanced by Mr. Well- 
man—a very old and threadbare topic, 
but always of vital and immediate in- 
terest—is that of rebating. Now re- 
bating, whether a cause or an effect 
of high expense, is inevitably inter- 
woven with the subject and consti- 
tutes a form of ‘‘graft’’ participated 
in by those who are not engaged in 
insurance themselves, and who, for 
the favors they accept at the expense 
of other policyholders, are just as 
guilty as company officials who may 
participate in other forms of graft. 

Here again public influence comes 
in. Is the body politic ready to say 
that rebates shall not be made to 
favored policyholders and that those 
receiving them shall be equally guilty 
with those who give them? There are 
laws today in many states against re- 
bating, but they were put there 
through the influence of insurance 
men who desire to eliminate this evil, 
and were not primarily the outgrowth 





of any widespread public agitation. 

These laws, while possibly helping 
in a measure to reduce rebating, 
nevertheless have not cured the evil, 
partly because it has been found im- 
possible to hold the receiver of a re- 
bate equally guilty with those who 
give it, for public sentiment does not 
seem to regard this form of ‘‘graft’’ 
as praticularly reprehensible. In this 
fact we find another argument 
against recommending any form of 
state legislation attempting to handle 
the question of agency expense. 

There are many small things doubt- 
less which individual companies can 
do to improve their own business, but 
no sweeping reform is possible unless 
all act towards the same end. A com- 
pany which today undertook to an- 
nounce a big horizontal cut in agency 
commissions would be accused of 
playing to the public galleries, and in 
the public mind this would be con- 
firmed if the management subse- 
quently found that its hopes were 
ideal, and that it had to let down the 
bars a little in order to maintain and 
preserve its business. 

Popular judgment is the most fickle 
and inconsistent factor with which we 
have to deal in human affairs, but 
there is a true public opinion, based 
upon sound common sense which gov- 
erns largely in all matters and which 
tends towards steady, though possibly 
slow progress in all departments of 
life. And it is to this opinion—which 
is developed quite as much within the 
ranks of the life insurance business 
itself as without—that we must really 
depend for a final and effective solu- 
tion of all these great quesions. 





BUYING LEGISLATIVE IMMUNITY. 








The habit too common with corporations of 
paying for immunity from adverse legislation 
has such a demoralizing effect upon public ser- 
vice and is so ineffective for the purpose it is de- 
signed to accomplish that on grounds of pru- 
dence and economy, if not of morals, the prac- 
tice should be discontinued. 

It would be better for insurance companies 
themselves, for all business interests, for the 
policyholders and the general public if, acting 
together or individually, they should no longer 
capitulate, but should fight the public servants 
a misrepresent the people who have elected 
them. 

We believe, not from direct evidence or know!l- 
edge as to actual contributions, that insurance 
companies have felt and still do feel obliged to 
use money in defending themselves against ad- 
verse legislation, but we are very much inclined 
to doubt if any considerable sum has been spent 
in trying to secure the passage of legislation 
inimical to the interests of policyholders.—Jour- 
nal of Insurance Economics, February, 1905. 
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FIRE UNDERWRITER ON THE AGENCY PROBLEM OF LIFE BUSINESS. 





The fire insurance official who, 
through the medium of the August 
Journal, applied his experience in 
building upa large business for his 
company, to a criticism of field meth- 
ods in life insurance returns to the 
attack in this issue. He answers the 
reply which a life insurance man 
made to his contentions, and sends us 


the following letter: 

Editor of Insurance Economics: I am very 
glad you called my attention to the “ well known 
company Official’s” letter. He asks: ‘* What 
would the writer think if we paid from 15 to 30 
per cent. the first year and the same on all re- 
newals?” 

In answer to this I would say that the pay- 
ment of 15 or even 30 per cent. on every pre- 
mium as long as the policy lasted would be a 
very material improvement on present condi- 
tions. The average duration of a life policy is 
about seven years. Even 20 per cent. per an- 
num, which is 5 per cent. in advance of the 
orthodox fire commission, would be 140 per 
cent. More than that amount is paid by the 
large life companies on the first two premiums. 

1 quite agree with him that life insurance, like 
any other business, “‘requires, to be understood, 
much thought, and much study.” That is true. 
So does the fire business. The history of fire in- 
surance is strewn with wrecks of companies 
started by people who “‘ knew all about it,” and 
wrecked life insurance companies are not en- 
tirely unknown, and in my opinion they would 
be much more numerous were it not for the fact 
that the premiums collected are so very much 
in excess of the actual cost of carrying the risks, 
and from the nature of the business the liability 
under a policy is so long deferred that in spite of 
bad management and ignorance, certain coni- 
panies pull through. 

The point I wished to make was that the same 
general principles which are successful in build- 
ing up a profitable fire insurance business would 
be successful in carrying on the life business, 
certainly in a case where a company had on its 
books a sufficient amount of business so that it 
was relieved from the necessity of striving for 
new business. I recognize that probably more 
effort is required to induce a prospective cus- 
tomer to take a life policy than there is to take a 
fire policy, although I believe that there is not 
anything like the difference in this regard that 
the importunate solicitor would have the agency 
manager believe. 

It is within the memory of not very aged fire 
underwriters when fire insurance was regarded 
rather as a luxury, and in very recent years the 
introduction of the co-insurance clause, requir- 
ing insurance to approximate the value of the 


property, created a tremendous opposition, and 
today in many states is legislated against. I 
think that by many young men life insurance is 
sought as a legitimate investment. That much 
thought and study have been devoted to the sub- 
ject I am sure, but to my mind a great deal of it 
has been in the wrong direction—namely that 
of increasing the business, of having *‘ my” com- 
pany put on its books the largest amount of new 
business during the year, irrespective of what 
that business may cost. 

If the same thought and study were devoted to 
the economies of the business, and to endeavor- 
ing to demonstrate that “‘ my” company can give 
the assured honest life insurance at a very much 
lower cost than the other company, much greater 
good would have resulted. 

Unquestionably the present investigation into 
the methods of the large companies—and the 
same methods prevail, so far as opportunities 
offer in the small ones—has weakened confidence 
in life insurance as a whole, and I don’t see 
how it is going to be possible for the companies 
to keep up the influx of new business. The 
company that first turns its attention to giving 
insurance at somewhere near its reasonable cost 
will, to my mind, be the successful company of 
the future. 

There is much in this letter to com- 
mend it to the thoughtful students of 
the business. It is not inconceivable 
that eventually the prosecution of the 
life insurance work may take on many 
of the features which now distinguish 
the gathering of fire premiums. 

We think the writer is in error in 
supposing life insurance is sought as 
an investment by any considerable 
number of purchasers. A single day’s 
experience with arate book would dis- 
abuse our correspondent’s mind of his 
belief in a highly conclusive fashion. 
It may be that this will be so in the 
golden age which is before us, but we 
must reckon with other conditions for 
the present. 

Moreover, this state of things is not 
necessary to support the contention 
that 15 or 20 per cent. commission 
yearly while the policy is in force 
would be preferable to present ways. 
We are inclined to think that, barring 
the tremendous upheaval which the 
change would precipitate, such a 
method of compensation would be 
more consistent with the construction 
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of the life insurance premium than 
the large first year’s commissions that 
are paid now. The result of the Wash- 
ington Life’s experiment in this direc- 
tion will throw light upon the subject 
and perhaps prepare the way fora 
general adoption of the scheme. 

One thing is certain, the expense 
of procuring business has reached the 
limit. The next logical step, if high 
pressure is continued, would be an 
attack on the reserves, which cannot 
be permitted. 

In the view which our correspondent 
holds concerning the questionable 
value of high pressure business the 
Journal has much sympathy, and we 
believe too that if the same thought 
and study were devoted to economy 
in administration that it directed to 
increasing the volume of business, 
surprising results could be obtained. 





‘CONSERVATIVE ” SECURITIES HARD TO GET. 


President Paul Morton of the Equitable Life 
confirms the opinion of this journal relative to 


the restricted market for so-called <‘ conserva- 
tive” securities. He says: 

‘ First-class securities are difficult to get. The 
society is not receiving applications for loans on 
high class New York real estate as rapidly 
as it would like to get them. It has money to 
invest, and is anxious to take it out of the banks 
and put it into mortgages. The policy of the so- 
ciety hereafter will be to make it easy for good 
people to borrow money from it on high class 
property.” 


JOIN A “DON’T WORRY” CLUB. 


The daily press is not dealing gently just now 
with some of the great names of life insurance. 
The pulpit likewise has become a bit “‘ yellow ” 
in its treatment of insurance men, but this is 
‘all in the day’s work.” 

Some of our contemporaries seem to be un- 
duly exercised over the situation. Now the 
publisher of the Journal has been indicted for 
all kinds of high crime by the insurance papers 
who express such intense astonishment at the 
scandalous ignorance of the yellow press. 

But why worry? We did once, but got over 
it, and now find real pleasure in reading the 
things other people tell of us which are not so. 





HIGH PRESSURE BUSINESS AND MODERN LIFE INSURANCE. 


FROM THE JOURNAL OF INSURANCE ECONOMICS, FEBRUARY, 1905. 





Our conclusion from these several tests is that high pressure 
methods in any company cannot well be justified on the ground of 
economy and cost to policyholders, for it apparently leads neither to 
economy of management nor reduction in the cost of insurance to 
the policy-holders. If there is any justification it must be solely 
upon the ground that it extends the benefits of life insurance into 
channels which might never be reached were it not for the plunging 
energy of the lifeinsurance racers. And even admitting the weight 
of this argument, we must not forget the great waste due to forcing 
insurance upon people unable or unwilling to pay for their protec- 
tion beyond the first or second year. 

As to the motive behind the high pressure business, we believe 
it to be summed up in that phrase ‘‘restless American ambition.’’ 
And while we can admire, perhaps applaud, as we would many 
other remarkable creations, yet from the standpoint of the discrim- 
inating individual purchaser of insurance, we believe the high pres- 
sure company cannot maintain itself in competition with other 
companies whose first aim is reduction of net cost. he managers 
of American life insurance companies will never attain the best i 
results until they disregard altogether the sums of new business 
written each year as compared with other companies. 
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LIFE INSURANCE SITUATION 


A clear head and calm consideration 
need to be combined with the most 
robust conception of justice in order 
to even approach a rational discussion 
of the matters now being disclosed at 
the insurance investigation in New 
York. 

It is the easiest thing in the world 
to indulge in horrified exclamations at 
the abundant evidence of wrong-do- 
ing shown there in the daily testimony. 
But we should stop to consider some 
fundamental truths which lie at the 
bottom of human affairs, in order that 
we may be careful to give righteous 
judgment. 

In the first place it is unnecessary 
to point out to anyone that grievous 
wrongs have been done in the ad- 
ministration of the large companies. 
The cumulative mass of facts which 
have been gathered, and of which 
there seems to be no sign of termina- 
tion, are in themselves so eloquent as 
to need no comment to make their 
iniquity more apparent. While the 
thunder is sounding it is furtile to be 
a bass drum. 

Now the commentators by right, or 
those self-elected to the task, are 
themselves charged with a heavy re- 
sponsibility in passing judgment upon 
the offenders. Perhaps before intel- 
ligent and final judgment can be ar- 
rived at, it will be well to wait until 
the evidence is allin. It seems to us 
that a dispassionate review, not only 
of the business of life insurance but 
of the entire economic activity of our 
day, will reveal certain things which 
must tend to moderate to a consider- 
able extent the condemnation which is 
now so intemperately heaped upon 
life insurance administration. 

It has been dinned into our ears 
with ever-increasing force, from the 
time when Carlyle began to utter his 
pounding jeremiads until our own 
day, that society is an organism. 
What the great prophet and teacher 
would have said had he been permit- 


DEMANDS CLEAR THOUGHT. 


ted to witness the great solidarity of 
business interests which has come to 
pass since his day, can only be feebly 
imagined. 

It is imperative that we should 
wake up and recognize that all must 
stand or fall together. What has been 
done with the insurance institution, 
is only part and parcel of the prevail- 
ing methods of business. Unrestrained 
by any adequate laws, exploring new 
methods of finance and industry, those 
in control of these forces have had 
the elemental authority, force and 
domination which have ever charac- 
terized the incursions of pioneers into 
new fields. 

In law remedies are always slower 
than wrongs. The enormous power 
wielded through the intense concen- 
tration of financial energy as exhibited 
in the great combinations of industrial 
concerns is a natural consequence of 
the elimination of destructive com- 
petition and the entrance of a new 
phase of evolution, the era of co-opera- 
tion or systematized effort. The next 
step is the creation and development 
of a body of law which shall be ade- 
quate in scope and authority to re- 
duce the lawlessness of the new busi- 
ness forces to the control of ethical 
principles and thus make them sub- 
servient to the good of all. 


WHERE STATE SUPERVISION PAYS. 


It is my belief that state supervision is a delu- 
sion and a snare, and so worse than no super- 
vision, unless state officials charged with this 
duty take it up in a practical way, by studying 
with care every annual statement, testing its 
figures and then running down every suspicious 
entry or absence of entry.—Insurance Commis- 
sioner Cutting. 





KEEP OUT OF SPECULATION. 


Let our life companies keep hands off the 
speculative end of Wall street. Laws should be 


passed prohibiting life companies entering syn- 
dicates where the intention is to buy and sell 
again to the public without any transfer of se- 
curities being made.—Western Underwriter. 
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RESULTS OF LIFE INSURANCE CONVENTION AT HARTFORD. 





An Interesting Controversy, Threatening the Welfare of the Association, Averted by 
by Diplomatic Compromise. 


Ry a narrow margin the National 
Association of Life Underwriters 
avoided giving Hartford a place in in- 
surance history from which to date 
the disruption of the organization. 
Careful piloting averted the danger 
at the critical period and instead of 
being the scene of an unfortunate 
split in the organization, the insur- 
ance city will be remembered for the 
largest and most successful conven- 
tion ever held by the organization. 

In numbers, in enthusiasm, in faith- 
ful attendance at the sessions, and 
in the variety and worth of the pa- 
pers presented, the gathering was 
much in advance of all preceding con- 
ventions. From the beginning of the 
meetings, however, until the explosion 
at the close of Wednesday afternoon’s 
session, there was an air of uneasiness 
prevailing. It manifested itself in all 
the speeches. Covert references were 
made to the matter uppermost in all 
minds, but no one cared to come out 
in the open and boldly discuss the 
subject, until the paper of Darwin P. 
Kingsley, vice-president of the New 
York Life, was read, in which he 
mentioned the Equitable by name in 
referring to the enemies of militant 
life insurance. 

Mr. Kingsley’s paper was much ap- 
plauded and the delegates settled 
down a little more comfortably at its 
close to listen to the five-minute dis- 
cussions upon pre-arranged topics. 

President Dolph made a most excel- 
lent presiding officer and without an 
apparent effort kept the business mov- 
ing briskly and that too without rasp- 
ing anybody or getting worried him- 
self. As he looked about at the close 
of Tuesday’s session for the expected 
motion for adjournment, Delegate J. 
J. Raleigh of St. Louis secured the 
floor and offered the resolutions which 
would commit the National Associa- 


tion of Life Underwriters expressly to 
a vigorous condemnation of those 
shown to be at fault by the present in- 
surance investigation in New York. 

The resolutions were received in 
silence. The first to speak was W. M. 
Scott of Philadelphia, who moved a 
reference to the executive committee. 
This was carried by a strong vote and 
it was at once shown that those favor- 
ing the Raleigh resolutions were de- 
cidedly in the minority. But what 
they lacked in numbers they certainly 
made up in earnestness and sincerity, 
and it was easy to see they were ready 
to go to any lengths to get recogni- 
tion of their views. 

It was also interesting to see the 
delegates divide mainly upon geo- 
graphical lines, the radicals hailing 
from the West, almost without ex- 
ception. The radical minority feared 
that the executive committee would 
report unfavorably on the resolutions 
or not report at all. Leaving the hall 
at the close of Wednesday morning’s 
session the delegates were handed 
cards reading as follows: 

A meeting of those in favor of the principle 
that this association should make a public decla- 
ration regarding the insurance mal-administra- 
tion now occupying public attention will be held 
in room 44 Allyn House at 1 p.m., sharp today, 
Sept. 20. 

About fifty delegates attended this 
meeting. Thirty of them signed a 
resolution asking the executive com- 
mitee to report on the Raleigh reso- 
lutions. 

At 3 o’clock the chairman of the 
executive committee, E. H. Plummer 
of Phildadelphia, after a brief and 
well-considered speech, in which he 
defended the conservative course of 
the committee, submitted the follow- 
ing report: 

It is the sense of your executive committee 
that the resolution offered by a delegate from the 
St. Louis Association should not be considered 
by this convention and that the consideration o 
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that or any similar resolution is unwarranted 
and outside the proper province of the National 
Association of Life Underwriters. 

This report was received with great 
favor, which was shown by applause 
and cheering. So far from being 
stampeded by this the minority who 
favored positive action set about with 
grim determination to getit. Dele- 
gate Van Tuyl of Minneapolis made a 
most serious speech against the report 
and told the convention in so many 
words that if the delegates declined to 
say anything, that the Raleigh reso- 
lution would be sent out anyhow, and 
the men who favored it would affix 
their signatures. 

Some bad feeling was shown for a 
moment; Major Kendall of Cleveland 
was vigorously applauded when he 
said, ‘‘I thank God that I do not have 
to signa paper to let my neighbors 
know my principles.’’ Meanwhile it 
was getting late. President Dolph 
showed his resourcefulness by re- 
marking that fifty of the best citizens 
of Hartford were waiting below with 
their automobiles to take the dele- 
gates on a ride, and they should not 
be kept waiting. 

So the convention adjourned, facing 
what seemed to be an unavoidable 
split. Hard work that night on part 
of the strong men among the delegates 
successfully met the crisis and ar- 
ranged a compromise which satisfied 
both those who wanted the associa- 
tion to take a stand and yet was adroit 
enough to suit the conservatives. 

No better evidence could be had of 
the conspicious ability which char- 
acterized the members of the conven- 
tion than the signal success with 
which they handled these two violent- 
ly opposed classes of opinion, Never- 
theless if the desire of the majority to 
ignore the situation had prevailed, 
the association would have missed an 
opportunity where its obvious duty 
was to declare itself. 

The convention declined to make 
any expression of opinion upon the 
question of Federalsupervision, though 


several delegates sought to obtain it. 
The National Association makes no 


attempt to shape the policy of life in- 
surance’ administration, and in this 
sense does not inaugurate or recom- 
mend changes or departures in the 
policy of insurance companies. Its 
position is well stated in the follow- 
ing extract from annual report of the 


executive committee: 

No movement in connection with life insurance 
has been productive of so much good to the com- 
panies and .agents alike as the local and national 
associations. These associations were not organ- 
ized for the purpose of dictation, or for hasty 
and inconsiderate action, nor as an attempt to 
interfere with or reform those things which do 
not properly belong to them, but for co-operation, 
mutual acquaintance, a knowledge of each other, 
which in themselves, when honest motives pre- 
vail, develop a sentiment, which will eliminate 
existing evils and prevent the growth of new 
ones. That what was hoped for in this respect 
must be apparent to all who have watched the 
results of friendly intercourse and united action. 


Competition has become more dignified and hon- 
orable, and agents everywhere that are under 
the influence of these associations have a higher 
appreciation of each other’s rights and give due 
recognition to them. 





CAMPAIGN CONTRIBUTIONS. 


In 1896, when the free silver issue was con- 
tested, the manager of the Republican gold 
standard campaign, Marcus A. Hanna, ad- 
dressed the insurance companies requesting 
them to make contributions. The officers of the 
New York Life desired to make such a contri- 
bution and found a good reason for doing so, as 
expressed in the following language by John A.. 
McCall: 

‘‘The contr butions made in the years 
in question had no reference whatsoever 
to politics. They were made to meet a 
danger that arose in a great crisis in the 
economic development of the country. 
They were made to help kill free silver, 
which, if adopted, meant the destruction 
of property belonging to the policyhold- 
ersof this company. The contributions 
were made equally for the protection of 
Republicans and Democrats, equally for 
the protection of the policyholders in 
Canada, Mexico, Europe, South Amer- 
ica and other parts of the world.” 

The New England Mutual did not desire to 
make such a contribution and found good reason 
for not doing so, as set forth by Vice-President 
Alfred D. Foster as follows: 

“I cannot advise any subscription by 
the company to the Republican cam- 
paign fund for any purpose. The money 
held by the insurance company in trust 
for its policyholders cannot be used for 
political, educational or religious pur- 
poses, and any vote by the directors 
authorizing a subscription would be be- 
yond their authority, and for any money 
paid under such vote the directors would 
be ———s liable, and at the suit of 
any policyholder the court would require 
them to reimburse the company.” 

Both are the utterances of men equally con- 
scientious—and yet each reaching a different 
conclusion and desiring wo pom a different re- 
— set forth equally good reasons to sustain 
them. 
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WHERE THE GAIN AND LOSS EXHIBIT FAILS IN FACT. 





The Chronicle has this to say con- 
cerning the attitude of the Journal 
toward the gain and loss exhibit: 

In an article condemning the gain and loss 
exhibit, the Journal of Insurance Economics 
refers to the fact that some companies have 
designedly falsified the exhibit when furnishing 
it to the departments, aa, for instance, by includ- 
ing maturity values of endowment policies both 
as reserves released upon surrender and as cash 
values paid upon surrender, thus improving the 
ratios though not altering the net gain or loss by 
the aggregate transactions. That this has 
occurred, is put forward by the editor as an 
argument that the gain and loss exhibit should 
be abandoned. 

Would it not be as reasonable to say that 
because a statement of the assets at close of 
books on Dec. 31 does not prevent a sale on that 
date and a repurchase on Jan. 2—which appears 
to bave been indulged in—no statement at all 
should be required? 

The answer is that the two matters 
are not parallel or indentical. The 
annual statement is a presentation of 
the company’s condition and of the 
general nature of an inventory of its 
resources and liabilities. The gain 
and loss exhibit purports to be an 
analysis of this inventory. It also 
undertakes to disclose by means of 
ratios the relative success or failure of 
the operating methods during the 
year under examination. It is this 
feature alone which is its reason for 
being. The annual statement is the 
material,and the gain and loss exhibit 
is the alleged instrument by which 
the material is shaped to a result. We 
quarrel with the delusive nature of 
the results obtained by the exhibit 
and charge it with being not only in- 
accurate in many particulars but 
what is far worse, it is misleading to 
a mischievous extent. 

If perfectly just and correct con- 
clusions could be drawn from a device 
of this sort, it would be most wel- 
come. But the exhibit as it stands is 
a burlesque upon common honesty. 
By its possibilities the most erroneous 
deductions can be made, no stronger 
proof of which is needed than Mr. 
Host’s use of it to sustain his attack 


upon deferred dividends. If all com- 
panies were of the same age, if they 
all issued contracts identical in their 
provisions and if each company had 
just as much of the various kinds of 
business on its books as each other 
company, a good beginning would be 
had towards a correct comparison. 

But what is most important is that 
the man who compiles the figures 
should have just exactly the same 
personal equation of honesty, imagina- 
tion and skill in one company as that 
possessed by the accountants of all 
the others. Inasmuch as the element 
of imagination enters largely into the 
composition of the exhibit, as at pres- 
ent consitituted, it may be seen at 
once how vitally important it becomes 
to have this factor uniform. 

When it becomes necessary to con- 
sider imagination, modified by the 
pressing need of a company to make a 
particular showing upon a certain 
point, we are compelled to resign the 
pursuit to the psychologist and come 
back to earth. 

The universal use to which the gain 
and loss exhibit is put is sufficient to 
condemn it with many. It is used in 
competition to get business or to twist 
business, perhaps more often in the 
latter way, and everyone knows that 
ratios and percentages can be used to 
show whatever the user desires. The 
publication of the exhibit originated 
with the Connecticut department, 
largely upon the advice of the late 
Mr. Whiting. Its use by this depart- 
ment was discontinued several years 
ago. Although an effort was made 
later to secure accurate returns by 
asking the companies to report in July 
when it was thought there would be 
leisure enough to collect accurate fig- 
ures, this too was found unsuccessful 
and Connecticut abandoned the ex- 
hibit for good. 


ANOTHER MYSTERY SOLVED. 
Putnam. H. H.—Do we understand that you 
are resigned or have resigned ?— Vigilant. 
Both, and never feeling better. 
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CONVENTION OF INSURANCE COMMISSIONERS ON CURRENT 
PROBLEMS. 





Tie Vote on Gain and Loss Exhibit—Improvement in State Supervision Urged. 





Two matters easily led all the oth- 
ers in significance and importance at 
the insurance commissioners’ conven- 
tion just concluded at Bretton Woods, 
New Hampshire. The close vote upon 
the question of adopting the gain and 
loss exhibit as part of the annual 
statement blank was one of these, and 
the address of Frederick H. Nash 
on federal supervision was the other. 

Mr. Nash is an assistant attorney- 
general of Massachusetts. As such, it 
has happened that most legal ques- 
tions propounded by the insurance de- 
partment of his state have been re- 
ferred to him for consideration. He is 
also to be remembered for the able 
and successful manner in which he 
defended the side of the state in the 
injunction suit brought by the Provi- 
dent Savings Life when the prelim- 
inary term matter was being fought 
out. Both as a lawyer and as an insur- 
ance expert he was well equipped to 
handle his interesting subject, and he 
abundantly satisfied all expectations. 

Much surprise was occasioned at the 
strength shown by the advocates of 
the gain and loss exhibit. Opponents 
sought to dispose of it by parliament- 
ary tatics but were unsuccessful- 
When it was objected that the rules 
of the convention required three 
months’ notice of a motion to amend 
the annual statement blank, the diffi- 
culty was promptly met by means of a 
motion to rescind the rule, which was 
made and carried. Then came the 
vote directly upon the adoption of the 
exhibit, resulting in atie. This was 
disposed of by President Cutting, who 
voted against it. 

The action of the convention has no 
binding force upon the departments 
whose officials make up its member- 
ship. Those commissioners who want 
the exhibit will use it and those who 
are opposed to it will keep it out of 


their blank regardless of action by 
the convention. At present only three 
departments, North Dakota, Minnesota 
and Wisconsin, publish the exhibit. 
The strength shown in its favor on the 
recent vote is significant therefore, 
and we may naturally expect to see 
the publication of the exhibit ex- 
tended when 1906 blanks are pre- 
pared. 

Upon this question the division fell 
upon geographical lines, just as hap- 
pened at the Hartford meeting of 
life underwriters. 

That the convention would add a 
voice to the ever-growing chorus of 
consternation now exclaiming at the 
New York proceedings was expected. 
Commissioner McGivney of Louisi- 
ana pulled this stop out by reading a 
paper including and explaining certain 
suggestions which should afford a 
basis for a formal expression of views 
by the convention. These sugges- 
tions covered a broad field and con- 
templated more rigid restriction in ex- 
penses, dividends, accounting and in- 
vesting. Subsidiary corporations were 
to be prohibited altogther. 

These recommendations were turned 
over toa committee, which brought 
in a report notable for its brevity and 
conservatism. In the midst of all the 
hubbub it is well to remember some 
of the creditable things accomplished 
by those under fire,and the committee 
very properly gives voice to the part 
played by insurance departments to 
this end: 

The efforts of the departments have necessarily 
been confined to the analysis and publication of 
assets and their value, and the liabilities and 
their amounts, after the manner required by 
law. That these efforts in the main, have pro- 
duced satisfactory results is demonstrated by 
the fact that life insurance companies generally, 
as well as those now under investigation, are 
conceded to be in sound financial condition; and 
the committee would particularly impose upon 
policyholders the fact that notwithstanding the 
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evils aud the reprebensible conduct herei:after 
referred to, the solvency of the companies has 
not been questioned. 


Under all the circumstances the cen- 
sure mentioned is mild indeed, and 
coupled therewith is a declaration 
that the commissioners themselves 
will strive for a higher performance 
of duty. The report recommends: 

The adoption of a resolution to the effect that 
it is the sense of this convention that the repre- 
hensible transactions and practices indulged in 
by life insurance companies, should and do re- 
ceive the severe condemnation of this conven- 
tion, and its members will, to the extent of their 
powers and jurisdiction and in the promotion of 
laws and department regulations that will tend 
to prevent and punish extravagance and mis- 
management in the operation of life insurance 
companies, and to secure more frequent account- 
ing to policyholders; and that department ex- 
amination should not be limited to the inspection 
of liabilities, but should include investigations 
into the management and methods of life insur- 
ance companies. 

When we remember that more than 
half the delegates were from depart- 
ments located in the South and West, 
the report which was unanimously 
adopted as the sense of the conven- 
tion was surprisingly moderate in tone 
and substance. 

Some of the departments situated in 
what we are accumstomed to regard 
as a radical section of the country are 
without the solid influence of trained 
officials or expert subordinates. Nur- 
tured on the inflammatory literature 
so plentiful just now, the restraint 
shown is quiie commendable. 

There is little doubt that the impor- 
tance of the state departments has 
been greatly augumented both in 
their own estimation and in the view 
of the public by the events of the pres- 
ent year. Their opportunities for 
sane and careful handling of the mat- 
ters entrusted to their care are corre- 
spondingly increased. It is a pleasure 
to beable to record a recognition on 
their part of the serious demands of 
the hour. 

As the public becomes aware of the 
great responsibility which properly 
attaches to the organization and con- 
duct of an insurance department the 
standard of performance is bound to 


be raised. We believe that the per- 
sonnel of the departments was never 
of so high and satisfactory a nature 
as at present and that the work and 
methods will be conscientiously im- 
proved and strengthened asa result 
of this convention. 


LIFE INSURANCE CANT. 


A Journal reader not in the life insurance 
business but a policyholder in life insurance 
companies writes as follows: 

Boston, Oct. 11, 1905. 

Editor of the Journal: Here is an interesting 
bit of testimony from President McCurdy as re- 
ported in this morning’s paper: 

Asked if he thought life insurance 
should be extended at the expense of the 
policyholders, Mr. McCurdy replied: 

‘““T do. Life insurance is an obliga- 
tion every man ought to understand, be- 
cause he is participating in a movement 
for the benefit of humanity. The pur- 
pose of the Mutual Life is not money 
making or declaring dividends to those 
who pay premiums. Its purpose was 
not to pay one cent during the life-time 
of the assured, but at death. It was 
based on the conviction that every man 
ought to carry life insurance for the ben- 
efit of his family and the community. 

‘*When a man insures in a company 
he sbould take into consideration the fact 
that he has entered a great philanthropic 
concern that isin duty bound to spread 
itself, even though this growth prevents 
him from realizing as much as he ex- 
peeted.” 

Think of the developments in the investigation 
so far conducted! The wickedness of the syn- 
dicates ; the enormous amounts paid ion salaries— 
$150,000 to McCurdy himself—in pensions; in 
legal retainers, where apparently no legal ser 
vice was needed or rendered; contributions to 
political campaigns; to say nothing of $250 a 
day luncheons for clerks, $100,000 private offi- 
ces in tbe Flat Tron building, and then think of 
an executive oflicer of one of the companies say- 
ing tbat the policyholders are not entitled to any 
return of the extravagant loading which we 
know is added in our premiums to the actual 
cost of life insurance, but that it is our duty to 
let that remain and be expended in these “‘ great 
philanthropic concerns.” 

If this is Mr. McCurdy’s definition of * philan- 
thropy” I should like to read a little treatise 
from him on what is known as “ graft.” Really 
I think this testimony shows the most “ gall” 
that has yet been disclosed in any of the life of 
ficers, and seriously, a company whose execu 
tive officer really believes what this extract says 
should be immediately enjoined from doing any 
more business so long as that management con- 
tinues. 

Weread that ‘* whom the gods would destroy 
they first make mad.” Evidently some of the 
prominent life officials are on the list, and it 
looks to me very much as if they would accom- 
plish the “Samson” act, and not only destroy 
themselves but pull dowu the whole temple of 
life insurance. Life Policybolder. 





192 Journal of Insurance Economics. 








DON’T CALL NAMES. 


We regret to see the journals that are more 
particularly devoted to the insurance interests 
speaking of ‘the licentious daily press” and 
‘the intemperate pulpit.” It really doesn’t pay 
to hurl epithets; that is generally the last resort 
of the desperate plaintiff's attorney.—Boston 
Herald. 

Some of the insurance papers are more “ yel- 
ow” in their comment on people outside the 
business, than the yellowist daily paper has been 
in its comment on those inside. What we need 
is a little more balance and toleration on both 
sides. 


HIGH PRESSURE BUSINESS. 


One feature of the testimony given at the 
hearing of the legislative insurance committee 
invites attention. Mr. Weeks, actuary of the 
New York Life, said that out of $13,871,215 re- 
ceived for new premiums during 1903, the sum 
of $10,785,575 was consumed in expenses, and 
that the total expenses of the company would be 
reduced by about $10,000,000 a year, if no new 
business were written. 





HAS A PLACE OF ITS OWN. 


Will you be good enough to again place my 
name upon your list of subscribers. We miss 
the Economics and would like subscription to 
begin where it left off if you will kindly send 
back numbers. F. H. Hazelton, 

Portland, Me. 


Mesthern Assurance Ce. 


OF LONDON, ENG. 


UNITED STATES STATEDIENT AS OF JAN. 1, 1903 


Admitted Cash Assets $3,423,230.90 
All Liabilities, including Reserves . .  1,998,616.11 
Net Surplus in United States . . . $1,424,614.79 


EASTERN AND SOUTHERN DEPARTMENTS 
Company’s Building : : 38 Pine Street, New York 


GEORGE W. BABB, MANAGER 
T. A. RALSTON, SUB-MANAGER 


SUN 


INSURANCE OFFICE 
OF LONDON. 


FOUNDED ) 1710. 
United States Branch: 
54 PINE STREET, NEW YORK. 


Western Department: 
171 LA SALLE ST., CHICAGO. 


Pacific Department: 
215 SANSOME ST., SAN FRANCISCO. 


he LIFE, ENDOWMENT 

and ANNUITY POLICY 
IssuED ONLY By THE 

PHCENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN, 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 


TATE Mutua Life 


ST etiemetioteainiiiale 
...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 


Financial Statement, Jan. 1, 1905. 


$25,457,929.45 
Liabilities . . 22,905,552.00 


SURPLUS. $2,552,377.45 
A. G. BULLOCK, President. 


H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


Menges. + + 








Journal of 
Insurance Economies 





The BEST there is in Insurance 
Literature. 


INTELLIGENCE 
FREEDOM 
BREADTH 
ORIGINALITY 


By the year, $3.00. Special for 
six months’ trial, $1.00. 





159 DEVONSHIRE STREET, 
B ‘STON, MASS. 








( Promises Pleasingly Placed ) 


Modern contracts, 
convincingly arranged, with'insurance guaran- 
tee, rights and values comp! —— * set forth be- 


In Union Mutual policies. 


fore mention of premium rate ngthy expla- 
nations unnecessary—every feature plain and 
simple. Easy to understand; quick to sell. 


Union Mutual Life Insurance Co. 


PORTLAND, MAINE, 


Frep ©. Ricuarps, President. 
ArTHUR L. Batss, Vice-President. 


Always a place for active agents who hold 
business written. 


Apply to either Epson D. Scorie.p, Sxzft., 180 





Broadway, New York City, or THORNTON CHASE, 


_ , 84 Adams St., Chicago, Ills. g 


























Insurance Journals worth 
Patronizing 


Insurance Engineering, 120 Liberty 
St., New York, N. Y. Especially devoted 
to engineering matters, particularly in their 
relation to fire insurance. The only pub- 
lication of its kind, and particularly valu- 
able to insurance experts. 

Price, $3.00 per year; 25c per copy. 


The Insurance Field, Louisville, Ky. 
Branch offices, Chicago and Atlanta. An 
up-to-date weekly newspaper covering all 
departments in the Southern and Western 
fields. Of particular value to agency in- 
terests. Special life insurance supplement 
once a month. Covers its particular field 
better than any other paper. 

Price, $3.00 per year; single copies 15c. 


Insurance Post, Royal Bldg., Chicago, 
Ill. A fortnightly insurance review. 
Strong in its editorial articles and contain- 
ing features of special value to all insur- 
ance men in the Western field. 

Price, $2.00 per year; single copies I5c. 


Insurance Press, 120 Liberty St., New 
York, N. Y. A weekly newspaper cover- 
ing all branches of insurance in the East- 
ern field, as well as general and specific 
information of interest to all insurance 
men. Contains special features in fire and 
life departments not found in other papers. 

Price, $5.00 per year; 15¢ per copy. 


The Standard, 60 India St., Boston, 
Mass. An enterprising weekly covering 
the New England field in all branches 
better than any other paper. Contains 
special features not found in other publi- 
cations. 

Price, $3.00 per year; single copies Ioc. 


The Life Insurance Educator, Louis- 
ville, Ky. A monthly publication designed 
to educate and assist life insurance solici- 
torsin their work. Occupies a distinctive 
field which it covers in a unique way. 
Joseph J. Devney, Editor. 

Price $2.00 per year; single copies 20c. 


Western Underwriter, 145 La Salle St., 
Chicago, I11., and Cincinnati, Ohio. A first- 
class weekly paper covering the Central 
Western insurance news better than any 
other publication. 
casualty, and life agents in that section. 
Special monthly issue relating to life in- 


Indispensable to fire, 


surance, 

Price, $2.50 per year; single copies 15c. ; 
special life number, $1.25 per year, 20c. per 
copy. 








JOHN C. PAIGE &CO. 
INSURANCE 


20 KILBy STREET 
BOSTON. 








FORTY-FIFTH YEAR. 


HOME LIFE 


INSURANCE COMPANY OF NEW YORK. 
GEORGE E. IDE, President. 


Admitted Assets, - - - $16,606,229.07 
Dividend-Endowment Fund, 1,290,036.00 


(veferred Dividends) 
Contingent Fund, $228,211.31 
Net Surplus, 1,134,104.25 


Insurance in Force, - - - 


1,362,315.56 
74,892,289.00 














THE 
FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 


Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitable contract. 


FINANCIAL STATEMENT. 


ASSETS, $38,324,422.73 
LIABILITIES, 34,638,296.48 





$3,686,1: 6.25 


SURPLUS, 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Ase Sec’y. 
































EVERY MAN INTERESTED 


In selecting a profession 
that offers the greatest 
prospect of success 
should read the book- 
let ‘‘Careers for the 
Coming Men,” by 
Hon. John F. Dryden. It 
S STRENGTH OF. , * is a practical discussion 
i; GIBRALTAR | of the opportunities of- 
Wir vat bays tga fered in the field of Life 
4 Insurance. A copy will 
be sent, free, upon re- 

quest. 


The Prudential 


INSURANCE COMPANY OF AMERICA. 
Incorporated as a Stock Company by the State of New Jersey. 


Home Office: JOHN F. DRYDEN, 
Newark, N. J. President. 


Prudential Agents are Money Makers. Open 
Territory for Energetic Men. 


The Grand Prize Was Awarded The Prudential 
at the St. Louis Exposition. 


$94,000,000 


Paid in Fire Losses 
in the United States alone during 


56 YEARS 








MAS THE 

















BY THE 


LIVERPOOL 
| ONDON 


AND 


AND 


GLOBE 


Insurance Company. 


ASSETS U. S. BRANCH, 
$12,056,918. 
NET SURPLUS, 
$5,160,000. 


CONFLAGRATION PROOF. 
NEW YORK OFFICE, 45 WILLIAM ST. 


National Life 


Insurance Company 
OF VERMONT. 
Established in 1850. Operating in 42 States, 


JosEPH A. DE BOER, President. H. M. CUTLER, Treasurer. 
JAMES T. PHELPS, Vice-Pres. A. B. BISBEE, Med. Director. 
JAMES B. ESTEE, 2d Vice-Pres. C. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary. F. A. HOWLAND, Counsel. 








This Company held January 1, 1905, and gained 
during the past decade: 


ASSETS, . . $31,398,453.67 Gain, 184s 
SURPLUS, .. 3,458,075.90 Cain, 142% 
INSURANCE, 134,761,554.00 Gain, 107% 





Sells the Best and Most Modern in Life, 
Term, Endowment and Annuity Insur- 
ance, 

JAMES T. PHELPS & CO0., State Agents, 
159 Devonshire Street, . . BOSTON, MASS. 











The Mutual Benefit 


LIFE INSURANCE CO. 
NEWARK, N. J. 


FREDERICK FRELINGHUYSEN, President. 


ASSETS (Market Values), Jan. 1, 1905, $93,237,790.27 
LIABILITIES 85,918,227.30 
SURPLUS 7,319,562.97 


MUTUAL BENEFIT POLICIES 


CONTAIN 
Special and Peculiar Advantages 
Which are not combined in the 


POLICIES OF ANY OTHER COMPANY. 





STATEMEFT, JANUARY I, 1905. 


Cash Capital $1,000,000.00 
Premium Reserve : 2,524,219,17 
Reserve for Losses under Adjustment 182,967.55 
Reserve for All Other Claims 6,287.51 
Net Surplus : @ 2,639,225 5C 


Total Assets $6,352,699.73 





Commercial Union Assurance Company, 
(Limited) 


OF LONDON. 
PINE AND WILLIAM STREET - NEW YORK CITY. 








Berkshire 
Life Insurance Co. 


OF PITTSFIELD, MASS. 


JamMus W. Hott, President. 
JaMEs M. BARKER, Vice-President. 
J. M. Lee, Actuary. 


TuHEo. L. ALLEN, Secretary. 
Rop’t H. DaveENpPoRT, Ass’t Sec’y. 


This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 


For circulars and rates address, 


EASTERN MASSACHUSETTS AGENCY, 


40 Water Street, Boston, Mass. 
DYER & FOSS, Managers. 




















